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Counsel
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| CC Staff 2.0 E- docket 584
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| CC Staff 4.0 E- docket 556
| CC Staff 5.0 E- docket 586
| CC Staff 6.0 E- docket 585
| CC Staff 7.0 E- docket 572
| CC Staff 8.0, 8.1 E- docket 584
| CC Staff 9.0, 9.1 E- docket 583
| CC Staff 10.0 E- docket 556
| CC Staff 11.0, 11. E- docket 586
| CC Staff 12.0, 12. E- docket 585
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PROCEEDI NGS

JUDGE TAPI A: By the authority vested in ne by
the Illinois Comerce Comm ssion, | now call Docket
Number 09-0268. This case is an application filed by
Joint Petitioners Frontier Communications
Cor poration, Verizon Comunications, Inc., Verizon
North, Inc., Verizon South, Inc., and New
Communi cations of the Carolinas, Inc. This is an
application for the approval of a reorganization
pursuant to Section 7-204 of the Public Utilities Act
in addition to other regulatory requested relief.

May | have appearances for the record,
pl ease?

MR. MURPHY: On behal f of Frontier
Communi cati ons Corporation, Joseph D. Murphy and
Dennis K. Muncy, 306 West Church Street, Chanpaign,

Il 1inois 62820.

MR. SAVI LLE: On behalf of Frontier
Communi cati ons Corporation, Kevin Saville, Associate
General Counsel for Frontier Conmmunications. My
address is 2378 W /I shire Boul evard, Mound, M nnesot a,

55364.
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MR. OATWAY: On behalf of the Verizon entities,
| am Chri stopher Oatway, Assistant General Counsel
with Verizon, 1320 North Court House Road, Arlington,
Virginia 22101.

MR. VOGELZANG: Also on behalf of Verizon
Communi cations, Inc., Verizon North, Inc., Verizon
South, Inc., and New Communi cati ons of the Carolinas,
I nc., Randall Vogel zang, General Counsel for Verizon,
600 Hi dden Ri dge, Irving, Texas 75015.

MR. ROONEY: Also on behalf of the Verizon
compani es, John Rooney of the firm Sonnenschein, Nath
and Rosenthal, L.L.P., 233 South Wacker Drive, Suite
7800, Chicago, Illinois 60606.

MS. SATTER: Appearing on behalf of the People
of the State of Illinois, Susan L. Satter, 100 West
Randol ph Street, Chicago, Illinois 60601.

MR. RUBIN: Appearing for the International
Brot herhood of Electrical Wrkers Locals 21, 51 and
702, Scott Rubin, 333 Oak Lane, Bl oonsburg,

Pennsyl vania 17815.
MR. MELNI KOFF: Appearing on behalf of the

United States Department of Defense and all other
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Federal Executive Agencies, Stephen S. Mel ni koff. Wy
address is 901 North Stuart Street, Suite 700,
Arlington, Virginia 22203.

MR. HARVEY: For the Staff of the Illinois
Comerce Comm ssion, Matthew L. Harvey, Janis E. Von
Qual en and appearing by tel ephone Jessica L. Cardoni.
Our addresses are respectively 160 North LaSalle
Street, Chicago, Illinois 60601 and 527 East Capit ol
Avenue, Springfield, Illinois 62701.

JUDGE TAPI A: Ils there anyone else wishing to
enter an appearance? Thank you.

Before we go into testimny, before |
hand it over to the Frontier attorneys, there is one
prelimnary matter that | need to go over.

Ms. Satter, is it still your intent to
file a motion to strike certain portions of
M. Gregg's testinony?

MS. SATTER: Of the oral testinony?

JUDGE TAPI A: Ri ght .

MS. SATTER: Yes, | will do that after | obtain
the transcript.

JUDGE TAPI A: Well, et me give you a deadline.
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I f you could file by January 22 by 5:00 p.m and
t hen, M. Murphy, you can respond by Tuesday, January
26 at 5:00 p.m

MS. SATTER: | don't think I will have the
transcript by then. The nature of the motion is
simply that when M. Gregg answered questions and
referred to statements made by the Pennsyl vani a
consumer counsel's office upon his inquiry, that that
is hearsay and that should be stricken. But | won't
have the citations until | have the transcript.

JUDGE TAPI A: Okay. So it is nmy understanding
that the exhibits that were admtted by M. Mirphy
and the testinony has nothing to do with that. You
have no problenms with that.

MS. SATTER: No, no, no, no, no, in the --

MR. MURPHY: You are tal king about the cross
exam nation is what you want to make your motion on

JUDGE TAPI A: M. Murphy, you have to speak
into the m crophone.

MS. SATTER: Just so | amclear, | thought that
yesterday | made a notion relative to M. Gregg's

written testinmny.
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JUDGE TAPI A: Ri ght, and you stated certain
lines that were stricken.

MS. SATTER: It was just three lines and |
beli eve that was granted.

JUDGE TAPI A: Yes.

MS. SATTER: So that's taken care of.

JUDGE TAPI A: Ri ght .

MS. SATTER: And then M. Gregg had made
practically the same statements in cross exam nation
on several occasions, | think possibly three. But it
was on several occasions, but | don't remenber
clearly enough and that's why | thought it would be
best if | have the transcript for that.

JUDGE TAPI A: Okay. My under standi ng was that
you were also -- your second notion was certain
testinmony that was in the exhibits.

MS. SATTER: No, the only testinony that was in
the exhibits that was written was the one three-line
section.

JUDGE TAPI A: Okay, okay. Then when in order
for you to have access to the transcript?

MS. SATTER: It is usually about two weeks,
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al though | have --

JUDGE TAPI A: The time on this case is very
tight. Brief outlines -- actually, briefs are due
on --

MR. HARVEY: February 2, Your Honor. | believe
it is the 2nd.

JUDGE TAPI A: | believe it is the 9th.

MR. VOGELZANG: 9t h.

MR. MURPHY: It is the 9th. | need to renmenber
t his date. It is my anniversary.
MR. HARVEY: Initial briefs are due the 9th.

apol ogi ze.

JUDGE TAPI A: M. Harvey will have his in on
t he 2nd.

MR. HARVEY: Staff is ruthlessly efficient,

Your Honor, is all | can say.

JUDGE TAPIA: So let's see what dates both
parties can work with. You have two weeks and then
-- do you want to tell me at the end of the day today
if you can talk and --

MS. SATTER: That's a good i dea.

MR. MURPHY: You can order an expedited
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transcri pt.

MS. SATTER: | can't. Maybe the Company can.
| cannot.

JUDGE TAPIA: We will defer that, and | will
hand it over to the Frontier attorneys to call the
first wtness.

MR. SAVI LLE: Good nmorning, Your Honor. Thank
you. Frontier would like to call Daniel MCarthy.

(Whereupon the witness was duly
sworn by Judge Tapia.)

JUDGE TAPI A: Thank you, you may be seat ed.
Whenever you are ready, M. Saville.

MR. SAVILLE: Thank you, Your Honor.

DANI EL Mc CARTHY
called as a witness on behalf of Frontier
Communi cati ons, having been first duly sworn, was
exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY MR. SAVILLE

Q M. MCarthy, can you provide your name and
busi ness address.

A My name is Daniel MCarthy. My busi ness
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address is 3 High Ridge Park, Stanford, Connecti cut
06905.

Q Can you identify what your title and
responsibilities are with Frontier Communications?

A Certainly. My title is Executive Vice
President - Chief Executive Officer. My
responsibilities include all phases of operations of
our current businesses.

Q And, M. MCarthy, do you have in front of
you what is identified as the Direct Testimony of
Dani el McCarthy dated July 8, 2009, and has been
| abel ed as Joint Applicants' Exhibit 17

A | do.

Q And did you cause to be prepared under your
direction and control this direct testinony?

A | did.

Q And do you have any corrections or changes
to this direct testinony?

A | do.

Q Can you please identify those?

A On page 21, line 498, it should read

"approxi mately 9500 enpl oyees."
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Q So the change is page 21 of your direct
testinmony, line 498, the reference to "approxi mately
11, 000" should change to "approximtely 9500," is
t hat correct?

A That is correct.

Q And acconpanyi ng your direct testinmony
there was one exhibit, Exhibit 1.1, is that correct?

A Yes.

Q If I were to ask you the questions included
in your prefiled direct testinony today on the stand,
woul d your answers be the same?

A Yes.

Q Ot her than the one change that you have
identified?

A Correct.

Q M. MCarthy, do you have in front of you a
second document that has been | abel ed as Joint
Applicants' Exhibit 1 Supplemental which is entitled
t he Supplemental Direct Testimony of Daniel MCarthy
dat ed August 13, 20097

A Yes.

Q And that testimony includes several

395



10

11

12

13

14

15

16

17

18

19

20

21

22

exhi bits | abel ed Exhibit 1.2A through Exhibit 1.21 as

wel | as Exhibit 1.3A through Exhibit 1.3, is that
correct?
A That is correct.

Q And was this supplenmental direct testinony
and the acconmpanyi ng exhibits prepared under your
direction and control ?

A Yes.

Q And if you were asked the questions
included in this supplemental direct testinmny today,
woul d your answers be the same?

A Yes.

Q Turning now, M. MCarthy, to your rebutta
testinony, do you have in front of you a docunent
t hat has been marked as Frontier Exhibit 5.0, the
Rebuttal Testinmony of Daniel MCarthy dated Novenber
16, 20097

A Yes.

Q And that Frontier Exhibit 5.0 includes a
number of additional exhibits nunbered 5.1 through
5.15, is that correct?

A. Yes.
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Q And the rebuttal testinony and the
exhibits, were those prepared under your direction
and control ?

A They were.

Q And if you were asked -- |let nme step back

Do you have any changes or corrections
to your rebuttal testinmny?

A | have one correction

Q Woul d you please identify that?

A On page 78, line 1938 should read "wi thout
simlar conditions,"” rather than "w thout
conditions."

Q So that change then on page 78 of your
rebuttal testinony, line 1938, you would insert the
word "simlar" between "wi thout" and "conditions", is
t hat correct?

A Correct.

Q If I were to ask you the questions included
in your prefiled rebuttal testinmny today on the
stand, would your answers be the same but for that
one change?

A They woul d.
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Q Thank you. Lastly, M. MCarthy, if
could get you to turn to what's been marked as
Frontier Exhibit 8.0 and entitled the Surrebuttal
Testi mony of Daniel MCarthy dated December 24, 2009,
do you have that?

A Yes, | do.

Q And that testimony includes several
addi tional exhibits numbered Exhibit 8.1 through
Exhibit 8.9, is that correct?

A Correct.

Q And was the surrebuttal testimony and the
acconpanyi ng exhibits prepared under your direction
and control ?

A Correct.

Q I f you were asked the questions included in
the prefiled testimny today on the stand, would your
answers be the same?

A They woul d.

Q Wth respect to Exhibit 8.4 included in
your surrebuttal testinony, and that exhibit is
entitled Conditions Advocated by ICC Staff, do you

have that exhibit?
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A | do.

Q And is it your understanding that this
Exhi bit 8.4 represents conditions that Frontier is
willing to agree to that were proposed by the
Il1inois Commerce Comm ssion Staff through its
testinony?

A It does.

Q And subsequent to Frontier filing this
surrebuttal testimny on December 24, has Frontier
engaged in further discussions through discovery
requests with the Illinois Conmmerce Comm ssion Staff?

A We have.

Q And based on that -- those discovery
request responses and di scussions, has the Illinois
Commerce Comm ssion Staff proposed some additional
corrections or changes to Exhibit 8.4?

A They have.

Q And do you have a Revised Exhibit 8.47

A | do.

MR. SAVILLE: Your Honor, Frontier Corrected
Exhi bit 8.4 was distributed by the parties yesterday.

We woul d request that the Corrected Exhibit 8.4 be
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substituted in M. MCarthy's testinony as a
corrected exhibit. W can certainly make
arrangements to have that filed through the e-Docket
system today at the conclusion or at the concl usion
of the hearing.

JUDGE TAPI A:  Okay. M. Saville, you have
identified it as 8.4 Revised or Corrected?

MR. SAVILLE: W have |abeled it as 8.4
Corrected.

JUDGE TAPI A: Corrected, okay.

BY MR. SAVI LLE

Q And, M. MCarthy, do you adopt as part of
your surrebuttal testinony the Corrected Exhibit 8.4?

A | do.

MR. SAVILLE: Your Honor, at this time | would
move that Frontier Joint Applicants' Exhibit 1.1 and
t he acconpanying exhibits as well as the suppl ement al
direct testimony which was Joint Applicants' Exhibit
Suppl emental and the accompanyi ng exhi bits, the
Frontier Exhibit 5.0 and the acconpanying exhibits
with the rebuttal testinmny and lastly Frontier

Exhibit 8.0 with the surrebuttal testimony and the
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acconpanyi ng exhibits be admtted.
JUDGE TAPI A: |s there any objection to the
adm ssion of these exhibits just stated by
M. Saville? Hearing no objection, the Direct
Testinony of Daniel MCarthy identified as Joint
Applicants' Exhibit 1 with corrections made on the
record by the witness M. MCarthy and the attachment
Exhibit 1.1 is admtted into evidence.
The Suppl emental Direct Testinmony of
Dani el McCarthy identified as Joint Applicants’
Exhi bit 1 Supplemental and the attachments Exhibit
1.2, 1.2A through I, Exhibits 1.3, 1.3A through I
t he Rebuttal Testimony of Daniel MCarthy identified
as Frontier Exhibit 5.0 with corrections made on the
record, the attached Exhibits 5.1 through 5.9, 5.10
and 5.15, also the Surrebuttal Testimony of Dani el
McCarthy identified as Frontier Exhibit 8.0 through
8.3, Corrected Exhibit 8.4, Exhibit 8.5 through 8.9,
is admtted into evidence.
(Wher eupon Joi nt Applicants’
Exhibits 1, 1.1, 1 Supplenmental,

1.2, 1.2A through I, 1.3, 1.3A
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t hrough I, Frontier Exhibits
5.0, 5.1 through 5.15, 8.0, 8.1,
8.2, 8.3, 8.4 Corrected, 8.5,
8.6, 8.7, 8.8 and 8.9 were
admtted into evidence.)

MR. SAVI LLE: Your Honor, | would just note
with respect to some of those exhibits there has been
filed a public and a confidential proprietary version
depending on the particul ar exhibit. So | just
wanted that to go on the record.

JUDGE TAPI A: It will remain with this
desi gnati on.

MR. SAVILLE: Thank you. M. MCarthy is
avail able for cross exam nati on.

JUDGE TAPI A:  Thank you, M. Saville.

MR. HARVEY: If there is no objection, Staff
will proceed first, Your Honor.

JUDGE TAPI A: Sur e.

CROSS EXAM NATI ON
BY MR. HARVEY:
Q Good morning, M. MCarthy. My nane is

Matt hew L. Harvey. | represent the Staff of the
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II'l1inois Commerce Conmm ssion with my coll eague Jani s
Von Qual en. | just have a couple of questions for
you, all of which will relate to Frontier Corrected
Exhibit 8.4, so if you could get that in front of
you, please.

A | have it.

Q Now, just by way of background, you are the
Executive Vice-president and the Chief Operating
Officer of Frontier Communications Corporation?

A | am

Q And in that capacity you are authorized to
enter into agreements and accede to conditions on
behal f of the Conpany in this proceeding?

A | am

Q And Frontier Corrected Exhibit 8.4 contains
a nunber of such conditions which the Staff, as you
under st and, advocates that the Comm ssion inmpose upon
before it approves this transaction?

A That's correct.

Q And you are authorized to bind the Conpany
to agree to and accede to the inposition of the

conditions set forth in Frontier Corrected Exhibit
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8.4 on behalf of the Frontier Conmmuni cations

Cor poration, correct?

A That is correct.

Q And you do indeed so
correct?

A That is correct.

Q Thank you. Now, one
relates to a conversation that
attorneys had in the hall just
my understandi ng that Frontier,

conditions and i ndeed over and

accede and agree,

other matter and this

several of the

a moment ago. It is
in addition to these

above t hese

conditions, is prepared to accede to a further

condition relating to the depl oyment of broadband, is

that correct?
A. That is correct.

Q And you will perhaps

help me if | get this

wrong, this condition would provide the Frontier

Communi cati ons Corporation will

t hroughout 85 percent of its 11

the year 2013, is that correct?

A. That is correct.

Q And by broadband, we

depl oy broadband

i nois footprint by

mean - -
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A That woul d be a broadband product of a
speed of 1.4 nmegabits.

Q And, again, you have the full authority of
the corporation to accede to and agree to the
i mposition of that condition?

A Yes, | do.

Q And | guess one other sort of clarification
guestion as to this new condition which I think needs
perhaps a little nore fleshing out than |I have given
it here, by 85 percent, how would that be cal cul ated?

A First of all, | just want to make a point
that this is above and beyond the comm tment that we
have made to bring Verizon South into conpliance.

Q Thank you for the clarification

A So we will still meet that condition which
was 80 percent in two years. Ei ghty-five percent
comm tnment is really to serve all of 85 percent of
t he househol ds | ooki ng across the footprint of
Verizon with the speeds that | have laid out and to
accomplish that by the end of 2013.

Q And it is your testinmony that that's over

and above the | egal requirements described in
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Condition 6 related to broadband depl oyment ?
A Correct.

MR. HARVEY: Thank you. | don't think I have

anything further for this witness, Your Honor. Thank

you very much, M. MCart hy.

JUDGE TAPI A: Thank you, M. Harvey. \Who woul d

like to go next. M . Rubin?

MR. RUBI N: Thank you.

CROSS EXAM NATI ON

BY MR. RUBI N:

Q Good nmorning, M. MCarthy.

A Good norning, M. Rubin.

Q Bef ore we get too far into this, | would
like to make sure we refer to certain entities the
same way so we don't end up confusing each other.
For the Verizon service areas nationw de that
Frontier hopes to acquire, how would you like to
refer to those?

A | think in the past we have referred to
t hem as VSTO.

Q So just VSTO? That's fine. And can we

refer to the parent company Verizon Communi cations

406



10

11

12

13

14

15

16

17

18

19

20

21

22

simply as Verizon? Wbuld that be all right?
A That woul d be fine.

Q And when we are tal king about Verizon's

operations in Illinois, can we call that Verizon
I11inois?

A Yes.

Q Let me see if we can short circuit a few

t hi ngs here. Can we agree that Verizon, the parent
conpany, is a financially stronger company than
Frontier Communi cati ons Corporation?

A | think I can agree that they are certainly
much | arger. They do have a better credit metric.
However, it is just as inmportant how they plan on
operating in the state depl oying capital. So the
answer to your question is yes, | would agree that
they are financially stronger.

Q And just as an exanmple, Verizon has an

investment grade credit rating and Frontier does not,

correct?

A That is correct.

Q For many years Frontier was known as
Citizens Utilities and then as Citizens
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Communi cations, is that right?
A That is correct.
Q When it was Citizens Utilities, did the

Conpany have operations in natural gas, electricity,

tel ephone, water and waste water utilities?
A We did.
Q And during that time Citizens -- or during

most of that time Citizens had a Triple A bond

rating, the highest bond rating available, isn't that

right?
A | certainly was with the Conpany when we
did have a Triple A bond rating. | can't testify to

the year when we lost that Triple A bond rating.

Q Was it about ten years ago that Citizens
decided to focus solely on the communi cations
busi ness?

A | believe that it was 10 to 12 years ago.

Q And it obviously took awhile to sell off
all the assets and the other utility sectors, but you
eventually accomplished that, didn't you?

A We did.

Q Do you recall roughly around what time you
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became solely a communicati ons company?

A | believe the last transaction was an
electric property that closed in 2004.

Q And part of that sell-off included Citizens
water utility operations here in Illinois, didn't it?

A That is correct.

Q You were with the Company during that
change froma nmulti-utility company to a
communi cati ons conpany?

A | was. | have been with the Conpany for
close to 20 years.

Q And | know you say in your testinony that
you became president of Electric Lightwave. Was that
a CLEC operation that Citizens had?

A El ectric Lightwave was a separate publicly
traded entity and Frontier owned a majority of the
Conmpany. | was the President - Chief Operating
Officer of that company.

Q And what happened to Electric Lightwave?

A Utimtely we di sposed of that asset. W
sold that business to Integra Tel ecom

Q And how much of a loss did Citizens take on
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that sale, if you recall?

A | don't believe we took a |oss on the sale.
| believe that what you m ght be referring is an
i mpai rment charge that was taken on the asset base.

Q And by i npairment charge means you had to
write down the equity investment on your bal ance
sheet, is that right?

A | think that's the effect. The i npair ment
charge is really a conplex accounting cal cul ation
t hat determ nes the value of the assets.

Q And was that in the nei ghborhood of 650 to
700 mllion dollars?

A That sounds about right.

Q Woul d you agree that in Frontier's existing
operating areas, in |looking at them collectively, you
have fewer customers today than you did | ast year?

A Certainly we have | ess access lines than we
did a year ago.

Q And did you also have fewer access lines in
2009 than you did in 2008? | am sorry, | guess
that's the one | just asked you.

Did you have fewer access lines in
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2008 than you did in 20077

A Yes.

Q s it correct that, again, for your
exi sting operations, approximately half of your
access lines are in the states of New York,
Pennsyl vania and M nnesot a?

A | think that's approximtely correct.

Q And each of those markets is shrinking as
well, isn't it, in terms of access |lines?

A Certainly, customers are making choices on
different technol ogies and sometimes that affects
access |line counts. But it doesn't necessarily mean

that we are |losing the customer basis for the nmost

part.

Q Well, are you also losing revenues in those
states?

A Associ ated with the customer | oss, yes.

Q Your | ast acquisition of any size was
Commonweal th Tel ephone back in March of 2007, is that
right?

A That is correct.

Q Since March of 2007 has Commonweal t h | ost
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access lines?

A Yes. | would say that my experience with
t he Commonweal th properties is that there were a
significant -- | would say more than 50 or 60 percent
of the losses had to do with the CLEC side of the
busi ness and that was heavily skewed by line sales to
i nternet service providers. So it's the dial-up
product that has really declined. Those customers
have modified their business plans and in some cases
|l eft the markets.

Q Let's turn to your direct testinmony. | am

| ooki ng at page 6.

A G ve me one second.
(Pause.)
Q And down at the bottom of the page, |ines

158 through 160, you have some nunmbers about the
number of voice and broadband connections and
t el ephone access lines that Frontier serves. Can you

update those numbers for us?

A No, | don't have those nunmbers off the top
of my head.
Q Al'l right. | distributed before we started
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this nmorning a copy of Frontier's Form 10Q for the
peri od endi ng Septenber 30, 2009.

Well, first, let me ask to have this
mar ked for identification as | BEW Exhibit 10.07?

JUDGE TAPIA: It will be so marked.

(Whereupon | BEW Exhi bit 10.0 was
presented for purposes of
identification as of this date.)

BY MR. RUBI N: Thank you.

Q M. MCarthy, do you have that document up
there with you?

A | do.

Q And are you famliar with this document?

A | amfamliar with it, but if you could
point me to the right page, that would be hel pful.

Q Yes, | could. Your counsel gets upset if |
don't establish some foundation before | start asking
you. I f you could | ook at page 32, and just to be
clear the numbers are | guess at the bottom For the
most part the nunbers are at the bottom of the page,
the way this was reproduced.

And does this -- | guess, if | am
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reading this correctly, does this show that as of
September 30, 2009, Frontier had approximately 2.77
mllion voice and broadband connections?

MR. SAVI LLE: M. Rubin, I am sorry, what page
are you | ooking on?

MR. RUBI N: | am | ooking on page 32 at the very
top of the page. It has total access lines and then
bel ow t hat hi gh speed internet subscribers and I am
just adding those two nunbers together.

MR. SAVI LLE: Thank you.

THE W TNESS: Coul d you just repeat your
guestion?

BY MR. RUBI N:

Q Yes. As of September 30, 2009, did
Frontier have approximately 2.77 mllion voice and
broadband connecti ons?

A It | ooks approximately 2.77.

Q And would you al so agree that Septenmber 30
2009, you had approximately 2.15 mllion total access
[ines?

A Correct.

Q Al'l right. So between the time that you
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filed your direct testinony in July and the nore
recent nunmbers we have at the end of Septenber,
Frontier | ost approximtely 100, 000 access lines, is

that right?

MR. SAVI LLE: | am going to object to the
guesti on again. It m scharacterizes his prefiled
testi nony. It does not indicate what date these

numbers that were included in his prefiled testinony,
what date those reflect.

BY MR. RUBI N: Al'l right. | will be happy to
rephrase the question.

Q M. MCarthy, in your testinony, your
direct testimny, when you said you currently serve
2.25 mllion access lines, do you know as of what
date that was true?

A | believe that was at the end of 'O08.

Q Okay. So between the end of 2008 and the
end of September 2009 you | ost approximately 100, 000
access |lines?

A | believe that is correct.

Q And if my math is correct, that's about

four percent of your access |ines, does that sound
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about right?

A For a nine-nmonth period?
Q Yeah.
A It is probably pretty close because | think

our annualized rate is about six percent.

Q Al'l right. I n your direct testimony at the
top of page 7, you say that at the end of 2008 you
served about 97,000 access lines in Illinois. Do you

see that?

A Yes.

Q Do you have a nore current nunber for us
about Illinois?

A | don't have a nore current nunber for you,

but I think it hasn't changed appreciably.

Q | am sorry, | lost that. You said it has
or has not changed?

A | don't think it has changed appreciably.

Q Woul d it be correct that your agreenent
with Verizon says that Frontier will not l|layoff any
installers or technicians except for cause for 18
mont hs after closing?

A. That is correct.
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Q Why is that time period Iimted to -- or,
excuse me, why is that time period 18 nonths instead
of some | onger or shorter period of time?

A It was purely a negotiation point during
the transaction, as | recall.

Q Was that provision determ ned or negoti ated
with any input from Verizon's |abor union?

A No, the unions were not a party to the
negoti ati ons of the transacti on.

Q After 18 nmont hs have you made any
comm tment to retain any certain size work force of
installers and technicians?

A We haven't, although as you can tell from
the commtment that | just went through with Staff,
we have pretty aggressive plans for investing in

broadband in the state. And the technicians and the

dedi cated team here in Illinois will be vital to us
being able to execute that. So we have not assumed
any kind of force reductions in Illinois.

Q Why is that 18-nmonth commtment limted to
installers and technicians as opposed to some ot her

cat egori es of enpl oyees?
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A Again, it was just a negotiation point.

Q Wel |, have you made a simlar conmm t ment
for customer service representatives?

A We have not, although in Ohio on the stand
| made a comm tment that we would maintain the Marion
call center being open.

Q Just to be clear, that comm tment didn't
include any comm tment as to the size of the work
force at that center, did it?

A No, it did not.

Q Al'l right. Let's tal k about broadband for
a few mnutes. As we have said a few m nutes ago,
Commonweal th Tel ephone in Pennsyl vania was your nmost
recent acquisition, is that right?

A That's correct.

Q I n Pennsyl vania do you recall what
percentage of Comonweal th's customers have access to
br oadband service today?

A The percentage of custoners is at 100
percent. There was a program a program that was
devel oped by the GC and state government to encourage

and provide increases in local rates up to a cap, in
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exchange for an agreenent that extends to 100 percent
of the service territory.

Q And Commonweal th met that comm tnment so |
bel i eve, as you said, you have -- excuse ne, 100
percent of its customers have access to broadband
service today?

A Yes.

Q Do you recall -- | amsorry, that's
probably not a fair question. Wuld it be correct to

say that at the end of 2008 Commonweal th had met that

comm tnment, if you recall?
A | don't recall.
Q Do you recall any information about

Commonweal th's service area in Pennsylvania? |Is it
urban or rural? 1Is it compact or spread out?

A | guess that's just a matter of
perspective. | think probably if it were Verizon
tal king, they would probably say that it is very
rural . From our perspective it has attributes of
very rural northeast Pennsylvania, but it also serves
in and around W | kes-Barre which is a little bit nmore

ur ban ar ea.
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Q So | guess is it fair to say it is kind of

a m xed ar ea. There is suburban, there is rural;

it's not |like you are serving 300,000 access |ines
all in a center city or something?
A No, that is correct, although there is

close to 100,000 lines that are CLEC |ines where we
serve in places |ike Harrisburg.

Q Well, | amsorry, | don't want to confuse
t hings. When | asked you about the broadband
comm t ment for Comonweal th and broadband
availability and we used the nunber of about 300, 000
access lines, all of that refers to the ILEC
operation, correct?

A That is correct.

Q None of that has anything to do with the
CLEC operation?

A Correct.

Q In your direct testinony at the bottom of
page 12, actually the very last Iine on page 12 and
over to the top of page 13, you say that in Illinois
you have achieved -- excuse me, in your existing

service area in Illinois you have achi eved broadband
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avai l ability over 80 percent. Do you have a nore
current nunber for us?

A | believe it is approximtely 87 percent.

Q And do you know as of what date?

A That was as of Monday.

Q Do you know the reasons why your broadband
availability in Illinois is 87 percent but, you know,
as we just discussed, in Pennsylvania your broadband
availability is 100 percent?

A Certainly, in nmy experience and not just in
II'linois, there comes a point on your customer base
where it becomes uneconom c¢ purely | ooking at cash
fl ows and pay back for expanding to certain
customers. And it is usually surrounding areas that
have | ower densities or extremely long |loop |ines.
And i n Pennsylvania the state government, in exchange
for being able to increase basic rates, extracted the
concession to expand to 100 percent. So there was a
quid pro quo in Pennsylvani a.

In Illinois we have -- and we continue
to |l ook for opportunities every nmonth as either

t echnol ogy changes or as devel opments m ght change or
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the situation of the customer base m ght change that
woul d justify us expanding. At this point we
continue to inch up, but we are at 87 percent.
Probably the most we are going to see in the near
termis another one to two percent, absent stimulus
fundi ng.

Q Can you turn to page 15 in your direct
testinony and on, it |looks like, line 362 you refer
to Section 13-517 of the Illinois statutes. Do you
see that?

A Yes.

Q Are you generally famliar with that
section? And again, just to be clear, |I won't be
asking you for a |legal opinion or anything |ike that.

A Generally, that focuses, of course, on
broadband.

Q And is it your understanding that the basic
intention of that section was to make sure that | ocal
exchange carriers provided or made avail abl e
br oadband service to at | east 80 percent of their
customers by the end of 20057

A | thought it was advanced services, but
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agree with you in concept, yes.

Q

And, | amsorry, | think you are right.

think the statute does use the phrase "advanced

servi

ces"”

which | believe was defined as 200 kil obits

per second or faster,

met t hat

A

Q

A

Q

Veri zon --

That is corr

To the best

requi rement ?

Yes.

is that right?
ect.

of your know edge has Frontie

And to the best of your know edge has

| mean has

are acquiring met that

better

A

gquestion for

the Verizon service areas you

requi rement ?

My understanding is -- that is probably a

Veri zon. But nmy under st andi ng

t hey had when they were conbined together, and that

IS why

on the

wi t hi

t hat .

n 24

But

one of

the conditions that we have agreed to

South section is to bring that in compliance

mont hs. | guess there is sonme issue on

generally my understanding is that they

were in conpliance.

meet

Q

t hat

Al'l right.

requi rement,

Do you know if for Verizon to

did they rely solely on

r

i's
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wireline services or did they also include wireless
services?

MR. SAVI LLE: | am going to object on
f oundati on. | think M. MCarthy has indicated these
gquestions would be better directed to Verizon in
regard to their conmpliance with the statutory
requirenment.

MR. RUBI N: Your Honor, | am just asking the
witness if he knows what he's acquiring. I f he
doesn't know, he doesn't know, and that's fine.

JUDGE TAPI A: Obj ection overrul ed.

A My understanding is that in the South
wi rel ess makes up a significant portion of their
ability to meet this statutory requirement. In the
North it is not as important. In fact, my
understanding is that they meet the statutory

requi rement without the wireless.

Q Does Frontier have any intentions of
providing a wireless product in Illinois?

A We actually offer a wireless product in
Carlinville, Illinois, today. So | can't say with

any certainty that we wouldn't offer a wireless
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br oadband product in any of the areas. W just have
not | ooked at that at this point.

Q s your commtment to bring Verizon South
in Illinois up to the 80 percent requirenment, wil
t hat be solely through a wireline product or don't

you know yet?

A No, that will be through a wireline
product.

Q On pages -- | guess it starts on page 16
and goes for a couple of pages in your direct. You

tal k about the federal broadband stimulus program
Has Frontier applied for any federal stinulus funds
for its existing Illinois service area?

A No, we have not. The only area that we
have applied for federal stimulus funds are West
Virginia at this point. However, although I have
been here in this hearing, as | understand it,

revisions to the rules were promulgated in the | ast

48 hours. | have not had a chance to | ook at that.
That could very well |ead us to apply for stinulus
funds in Illinois.

Q Okay. But at this point you have not done
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so?

A No, we have not.

Q On page 34 of your direct there is a table
towards the bottom of the page. Does the |l ast colum
in the table represent what Frontier and VSTO
combi ned would have | ooked like if they had been
combi ned for all of 20087

A Yes.

Q Okay. So this is not a projection of what
the companies will |look Iike at closing or at any
time after closing, is that right?

A No, and | think it is just consistent with
general disclosures. For a publicly traded conpany
we | ook at the | ast avail able publicly disclosed
informati on at that point in tinme. A conmpl ete year
was 2008.

MS. SATTER: Can | ask the witness to keep the
voice up at the end of the answer because | am having
a hard time at the very end.

A | apol ogi ze. I will try.

Q Now, simlarly the m ddle colum Frontier

St and- al one, does that represent Frontier's actual
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results for 20087

A | believe so.

Q | am sorry, | guess with the exception of
net debt where | see an asterisk that says as of
March 31, 2009, right?

A Yes.

Q So, again, these are not projections of
what Frontier will look like at closing; they are
what Frontier actually |ooked |ike at the end of
20087

A. Correct.

Q Now, for example, for Frontier Stand-al one,
it shows revenues of $2.25 billion for 2008, is that
right?

A Yes.

Q Have the books cl osed for 2009 at this

A Not to my know edge, no.

Q Do you expect to receive $2.25 billion in
revenues for 2009?

A No, | amsure it will be slightly bel ow

t hat .

427



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Al'l right. And do you still have the 10Q
up there, |BEW Exhibit 10?

A | do.

Q Coul d you | ook at page 4 of that exhibit,

and that shows that through the first nine nonths of

2009 your revenues were about $1.6 billion, is that
right?

A Yes.

Q And that's -- that was about $100 mllion

| ess than your revenues for the first nine months of

2008, is that accurate?

A | don't think it is quite 100, but.

Q Bet ween 90 and 100 mllion dollars |ess?

A Yes.

Q Now, simlarly, your table on page 34 of
your testimny showed EBI TDA of $1.2 billion. Bef ore

we go any further, EBITDA is Earnings Before Interest
Taxes, Depreciation and Anmortization, did I get that
right?

A You certainly did get that right.

Q Thank you. Sometimes | mess that up. So

that's good.
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Now, through September 30, 2009, your
EBI TDA was about $822 mllion, wasn't it?

A | am sorry, | closed the page. Which page?

Q | am sorry, | am | ooking at page 4 of |BEW
Exhi bit 10. And just to be clear, what | did, and
you will tell me if I amwong, was just take your
operating income and then add back into it
depreciation and anortization and | got $822 m i on.
Does that | ook right to you?

A | don't have the calculation in front of
me, but -- | just don't have it in front of ne. You
could be right.

Q But that's how we woul d cal cul ate EBI TDA,
isn't it? W would take operating income and then
add depreciation and anmortization?

A Gener al speaking, yes.

Q And again | amnot trying to trick you
What ever that calculation comes out is what it comes
out ?

A Yes.

Q And | definitely will not give you a

cal cul ator so.
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A Thank you.

Q That's fine, thank you. Do you know i f
that's more or |less than the EBITDA for the first
ni ne mont hs of 2008?

A | think it is slightly |ess.

Q Woul d you accept, again subject to checking
my cal culations, that it is about $90 mllion | ess?
MR. SAVI LLE: | am going to object on the
subj ect of checking. The witness has not performed
the calculation and I am not sure that he is in a
position to do that on the stand today. So |I am

going to object to the question.

JUDGE TAPI A: M. Rubin?

MR. RUBI N: Your Honor, it is certainly ny
experience having a witness accept a cal cul ation
subject to check is fairly routine. W have given
hi mthe source document. | have told him what |ines
| am | ooki ng at. | am just asking himto check ny
arithmetic which certainly can be done during a break
and he can get back to us if | have made a
mat hemati cal error.

JUDGE TAPI A: Objection, overruled. You may
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answer .

A Again, | didn't do the math, subject to
check. However, as you | ook at performance results
year after year, they could be any nunber of things
t hat could be one time in nature that would affect
either the revenue or the EBITDA nunmber. And wi thout
a full screening through that, | think it m ght seem
like there is a little bit |arger drop than would be
on a normal recurring basis.

Q But, in any case, you don't have any doubt
t hat your results from 2009 in ternms of revenues and
earni ngs would be |l ess than they were in 20087

A | think that's accurate. However, | also
expect that some of the things that affected 2009
wi Il not reoccur in 2010 and the results would
probably come back.

Q Okay. But, again, you haven't provided
ei ther us or your investors with any prediction for
what 2010 will | ook |ike, have you?

A We have not provided any gui dance to Wal
Street, no.

Q And you haven't provided anything to this
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Comm ssion either, have you?

A | don't know if that was asked in
interrogatories or not.

Q Now, in the table on page 34 of your
testinony, it shows net |everage for 2008 of 3.8
times. Do you see that?

A Yes.

Q Do you know if that figure will be higher
or |lower in 2009?

A | think at the end of 2009, due to the
costs associated with the transaction, it will be
slightly higher.

Q And just so we are clear about what that
term means, net |everage is your net debt which is
shown in this table divided by EBITDA, is that
correct?

A Net debt meaning total debt m nus cash on
hand di vi ded by EBI TDA, yes.

Q Now, for 2009 do you expect VSTO to earn
this roughly $1.9 billion that seenms to be reflected
in your -- | amsorry, let me back up. That question

doesn't make any sense.
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If we | ook at the table on page 34 of
your direct testinony, the Frontier pro forma col um,
| believe you said earlier that that represents a
combi nati on of Frontier and VSTO, correct?

A Correct.

Q So if we took the Frontier pro forma col um
and subtracted the Frontier stand-al one colum, that
woul d give us the VSTO nunbers for 2008, correct?

A Correct.

Q And if we | ook at the EBITDA |ine where the

conbi ned EBI TDA is $3, 125, 000, Frontier stand-al one

was $1.2 billion, that would mean that VSTO had
EBI TDA of about $1.9 billion, correct?

A | am just doing the math in my head.
Sorry.

(Pause.)
Yes.

Q Do you expect VSTO to earn $1.9 billion in
20097

A My understandi ng, and | know the finance

teamis | ooking at this very carefully, is that the

performance of properties has had sonme plus and takes
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but generally speaking we will earn the EBI TDA, yes.
Q Do you have a copy of Frontier Exhibit

5.10, the proxy statement that was attached to

your -- | think it was your rebuttal testimony?

A | can get it. Yes, | have it.

Q And | am |l ooking at -- well, first, | know
we had this problemin another state. | am | ooki ng

at the page numbers at the bottom of the page. I
guess we can call these the page nunmbers fromthe
original document rather than from any printout. I
am | ooki ng at page 146. And would you agree that
this shows that for the first six months of 2009
VSTO s EBI TDA was $799 m | lion?

A Sorry, could you point me to where you are?

Q To do that, | have to get the document, so
give me a m nute.

(Pause.)

Al'l right. On that page in the colum that
says Six Months Ended June 30, 2009, or what | was
asking you, if VSTO had $799 m |l lion of EBITDA, and
to get that | just added the net income. Oh, excuse

me, | added the operating income of $411 mllion and
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t he depreciation and anmortization of $388 million.
And woul d you accept subject to check that that total
is $799 mllion?

A Yes, and | apol ogi ze. | answered your
guestion the wrong way. \When you asked is it versus
what's on Table 34, the answer woul d have been no.
But from our perspective this is exactly what we had
expected the performance, and that was nmy answer. I
apol ogi ze.

Q Okay. Well, let me back up then to make

sure we have a written record that reflects your

opi ni on. | had asked you if you expect VSTO s EBI TDA
to be -- actually, let me ask a new question which |
think will clarify it.

We agreed that VSTO s EBITDA in 2008
was approximately $1.9 billion, correct?

A. Correct.

Q Do you expect that figure to be | ower for
20097

A Yes.

Q Do you have an expectation for how much
lower it will be in 2009?
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A | don't have the final figure with me, no.

Q Let's turn to your rebuttal testimony. I
would Ii ke to start on page 21, and here you are
di scussing the $94 mlIlion systems mai ntenance fee
t hat you have agreed to paperize for at |east the
first year after closing. And you say that
represents less than two dollars per |ine per month.
Do you see that?

A Yes.

Q Does that include the cost of the, | guess
it is, approximately 230 information technol ogy
enpl oyees that you are receiving from Verizon?

A No, those are in the VSTO financi al s,
correct.

Q No, but | am saying when you say that, that
cost of two dollars per line, that's just for the
mai nt enance fee. That does not include the cost of
t he enmpl oyees that you will be receiving from Verizon
in the I'T operation, correct?

A Correct.

Q Do you have plans to retain all of those

230 I'T enpl oyees you are receiving from Veri zon?
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A Yes.

Q So you don't expect to cut any of those
positions in order to achieve the synergy savi ngs you
have esti mated?

A No, those are positions that will be
operating the servers in Fort Wayne.

Q On page 28 of your rebuttal, it starts at
the bottom of the page and carries over onto page 29,

you testify that Frontier has not obtained a

comm tment for the nore than $3 billion in financing
needed to close the deal. s that still true as of
t oday?

A Yes, we have not secured a comm t ment.

| nst ead, what we are doing is going to the market,
hopefully in the first quarter, and | ooking to
actually place somewhere between half and the full
amount, and actually fund that anmount and put it in
an escrow account until close. So we plan on having
t hat done, there is a wi ndow once data is fresh from
an SEC perspective at the end of first quarter, and
that's our plan today.

As we have gone on to the market, we
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think that there is robust interest. As of a week
ago, we thought the interest rate that would be
avail able to us is approximtely eight percent.

Q So you expect to have at | east a
substantial portion of the financing in place by the
end of March?

A Potentially.

Q At the bottom of page 31, again in your
rebuttal, you state that you will file information
about the financing within ten days after closing of
t he transacti on. | guess | would like a little
clarification on that. When you say closing of the
transaction, do you mean the actual closing of the
deal with Verizon or do you nmean cl osing of the
financing transaction?

A | believe it was closing of the deal with
Veri zon. However, if we were successful in placing
the debt in the first quarter into escrow, obviously
we woul d make that information available to al
comm ssions in this case.

Q To the best of your understanding are you

required to file those final financing agreenents
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with the U S. Securities and Exchange Comm ssion?

A | am not sure | understand your question.

Q | am asking if they will be publicly
avail abl e documents soon after you sign then?

A | think they would be adm nistration
documents, generally the normal documents associ ated
with public debt, yes.

Q So the fact that you have agreed to file
themwi th this Comm ssion is basically giving the
Comm ssion somet hing they could get fromthe SEC s
website, couldn't they?

A Potentially.

Q In your rebuttal on page 56 starting -- it
| ooks like it is the sentence that starts at the end
of line 1405, you state that Frontier has achieved --
| am sorry, you already gave us that nunber for
Il'linois so we won't need that again.

On the next page, page 57, on line

1438, you state Verizon has never announced plans to

deploy BIOS in Illinois, do you see that?
A | do.
Q Has Veri zon announced any plans one way or
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the other for what it plans to do in Illinois?
A It is my understanding that they had not
made any announcenent. My understanding is also that

t hey have no plans to either expand | andline

br oadband nor bring BIOS to Illinois.
Q Okay. Well, let's be clear. Do you have
any -- did you receive any specific information from

Veri zon one way or the other about what it would do
-- well, what it planned to do in Illinois, if this
transaction did not occur?

A My discussions with the Verizon team has
been that they have no plans on deploying further DSL
in Illinois.

Q Well, | guess | am just having trouble with
t he words that you are using. ls it that they have
no plan or is it that they told you they will not be
doing it?

A And | am not trying to cut words. | am
just explaining the way the conversations that | have
had with the Verizon team have gone.

Q And, all right, so you don't know if they

have a plan or not?
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MR. SAVILLE: Objection, asked and answer ed.

MR. RUBI N: Well, Your Honor, | amtrying to
get an understandi ng of what the words in the answer
meant. \When someone says they have no plan to do
somet hing, that either means they don't have a plan
one way or the other or it could mean they plan not
to doit. And | amtrying to get some clarification
on that.

MR. OATWAY: Your Honor, if | may on behal f of
Verizon, and this happened yesterday as well, | guess
| am not sure | have standing to interpose an
obj ection, but | really would suggest that these are
guestions better asked of Verizon wi tnesses. It is
not hel pful for M. Rubin to develop a record that's
uncl ear based on asking the wong wi tness questions
about anot her party.

JUDGE TAPI A: Do you want to respond,

M. Rubin, before |I nmove?

MR. RUBIN: Yes, Your Honor. This wi tness has
testified about his understanding of Verizon's plans
for Illinois. It is on page 57 of his rebutta

testinony. And | am asking this w tness what he
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meant and what he relied on when he made that
statement.

JUDGE TAPI A: Objection overrul ed. | believe
that M. McCarthy is in the position of purchasing
t hese conpani es. He shoul d know what was understood
or what he understood to be. So the objection is
overrul ed.

THE W TNESS: Coul d you just repeat the
guesti on now?

BY MR. RUBI N:

Q Yes, M. MCarthy, and I amreally not
trying to m nce words. | just don't understand the
meani ng of the words that you used. ls it your
under st andi ng that Verizon does not have a broadband
depl oyment plan for Illinois or is it your
under st andi ng that Verizon's plan is that there will
be no further broadband deployment in Illinois?

A | would say both. | have specifically
asked for, and our team has asked for, any plan that
t hey have and there was no plan. So, therefore, we
assume that there is no further plans of that, to

i nvest in broadband in the state.
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Q On page 62 of your rebuttal, starting on
line 1532, you state that dividends should be
measured against free cash flow, not against
earnings, is that an accurate summary of your
position?

A Yes.

Q Here are you tal king about how Wall Street
eval uates a conpany's payment of dividends?

A | amcertainly -- | amreferring to the way
Wall Street and nost financial savvy fol ks would view
t hat you need to have cash flow to actually pay the
di vi dends.

Q I n your opinion are there any differences
bet ween how Wall Street or investors would evaluate a
company's payment of dividends and how a utility
comm ssion should determne if a public utility's
di vidend policies are reasonable and in the public
interest?

A | am not sure | understand the question.
Coul d you just repeat it?

Q Well, | am asking if there are differences

in your opinion for how investors m ght evaluate a

443



10

11

12

13

14

15

16

17

18

19

20

21

22

company's dividend policies and how a utility
comm ssion should evaluate a utility's dividend
policies?

A | think a conmm ssion should also | ook at
the cash fl ow generated from the business. There
coul d be any number of things that affect that
income. And the real measure of whether a conmpany
can continue to fund the dividend is the cash flow
from the business.

Q So | think the answer to my question then
was no, that in your opinion there is no difference
bet ween how Wall Street should evaluate the dividend
policy and how a utility comm ssion should eval uate
it?

MR. SAVILLE: Objection, again m sstates
M. MCarthy's testinmony.

MR. RUBIN: Well, a utility -- Your Honor, if |
could ask the question again, | guess.

JUDGE TAPI A: Re- ask the question

MR. RUBI N: | thought | understood the answer,
but | guess not.

JUDGE TAPI A: The objection is sustained. You
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can restate the question.

BY MR. RUBI N:

Q M. MCarthy, in your opinion should there
be a difference between how i nvestors evaluate a
company's dividend policy and how a utility
comm ssion evaluates a company's dividend policy? |
t hi nk you expl ai ned your answer, but you never said
whet her your answer was, yes, there should be
differences or, no, there should not be differences?

A | guess ny answer i s no. | think the
Comm ssion should | ook at the cash flows fromthe
busi ness to determ ne whether or not it is a
reasonabl e path for dividends.

Q Over on page 64 of your rebuttal, | ooks
li ke starting on line 1586 if my bifocals are working
here, you state that Enbarq had negative book equity
at the time of its merger with CenturyTel but it
still had an investment grade bond rating, is that
right?

A Yes.

Q And there is a footnote at the end of that

statement where you are directing us to Embarq's 10Q
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for, | guess that would have been, for the first
quarter of 2009, correct?

A Prior to the merger, yes.

Q Yes. Do you recall if in that quarterly
statement Enbarq paid a dividend to conmon
st ockhol ders?

A | do not recall.

Q Al'l right. | would just Iike to show you a
copy of that quarterly statenment, see if that
refreshes your recollection.

(Wher eupon a docunment was
provided to the wi tness.)
And I am | ooking at page 3. | think that
m ght hel p us. | am sorry, again, the page nunbers
are the nunmbers that are part of the original
docunment, not the printing numbers at the very bottom

of the page. Do you see the page | amreferring to?

A | do, but | just need a mnute to review
it.
Q Sur e.
(Pause.)
A Okay
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Q Woul d you agree that for the first quarter
of 2009 Enmbarq paid a dividend to its stockhol ders of
$100 mllion?

A Yes.

Q And for that quarter it had net income of
$174 mllion?

A Yes.

Q So Enmbarq was paying out, what, |ess than
60 percent of its net income as a dividend in that
guarter, is that right?

A | don't have a cal cul ator but certainly
| ess than net income.

Q What ever that math turns out to be, 100

over 174, it is less than a hundred percent, is that
right?
A Yes.

Q And in contrast Frontier has been paying
di vidends that are greatly in excess of your net
income, is that right?

A Certainly in excess of net income but well
within the cash flows of the business.

Q Now, al so on page 64 of your rebuttal you
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refer to Qwest Comuni cati ons. Do you see that?

A Which Iine? | am sorry.
Q It looks like it starts on line 1590?
A Yes.

Q And you tal k about Qwest al so having
negative equity and there the citation is to the 10Q
for the second quarter of 2009, correct?

A Yes.

Q Do you recall if Qwest paid a dividend to
common stockhol ders in that quarter?

A | don't have that in front of ne.

Q Al'l right. Again, | will be happy to
provide you with a copy to see if that refreshes your
recollection. And | think again we will be | ooking
at page 3 using the original page nunbers again. And
just et me know when you have had a chance to review
t hat .

(Wher eupon a docunment was
provided to the witness.)

A | have it, yes.

Q Woul d you agree that in that quarter that

you pointed us to, Qwest paid a dividend of $274
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mllion and it had net income of $418 mllion?

A Yes.

Q And, again, without trying to do the
precise math, | won't put you in that position again,
but that's substantially |less than 100 percent of
earni ngs being paid out as dividend, is that right?

A It is certainly less than 100 percent.

Q Now, further down on page 64 of your
rebuttal you refer to Concast Corporation. Do you
see that?

A Yes, | do.

Q And | am frankly a little confused here
You tal k about Concast's book value and goodw ||l and
i ntangi bl e assets and net tangi ble book val ue. I
guess | have just a basic question. Do you recall if
according to Concast's financial report that you
cite, did Concast have negative book equity or
positive book equity?

A | believe it was, again, a negative net
t angi bl e book val ue, negative 37 billion.

Q Okay. MWhat is net tangi ble book value? 1Is

that the same as comon equity?
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A My understanding is that it is a derivation
of what the book value is to income, goodwi |l and
ot her intangi bl es.

Q Well, et me again show you a copy of the
Conctast report you cited to which was for the
gquarterly report for the second quarter of 2009,
correct?

A Yes.

Q And here | think we are going to | ook at
page 2.

(Wher eupon a docunment was
provided to the witness.)
And this is Concast's bal ance sheet, right?

A Yes, it is.

Q And if we | ook down at the bottom of the
page, it says Total Equity of $41,814, 000. Do you
see that?

A | just need a mnute to ook at it.

Q Sure. Just let me know when you are ready.

(Pause.)
A | am ready, M. Rubin.

Q Al'l right. Wuld you agree with ne that as
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of June 30, 2009, the period you refer to in your

rebuttal, Concast had total equity of $41.8 billion
and that's a positive nunmber, is that correct?

A In | ooking at the bal ance sheet, that's
correct. However, | think the testimony was that it
reflected the addition of a goodw Il amount and the
addition of intangible assets. | f you backed that

out, that's how you would get that number.
Q Now, why woul d you back out -- well, first

let's |l ook up at the asset section of Concast's

bal ance sheet. | s what you backed out franchise
rights, goodwi |l and other intangible assets?

A It was -- |I'msorry, My glasses for
readi ng.

Q | feel your pain.

A It was the 14.928 of goodw |l and the

franchise rights as well.

Q And al so the other intangi ble assets, is
that right?

A Correct.

Q Now, why would you subtract those three

items fromtotal equity?
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A Because those -- in our opinion, as I
di scussed this with our financial team those three
categories would be backed out when you are trying to
do an apples to apples comparison.

Q To do an apples to apples conmparison to
who nf?

A To, | believe, the rebuttal discussion
around the witness that was raising the negative
equity bal ance issue.

Q That witness was | BEWs witness M. Barber,
wasn't it?

A | believe so.

Q Did Mr. Barber mention Concast in his

testinony, do you recall?

A | don't believe he did.
Q Do you recall if he mentioned anything
about goodwi Il and franchise rights and ot her

i ntangi bl e assets?

A | do not believe he tal ked about that.

Q Now, do you believe that investors -- well,
what ki nd of business is Concast in, do you know?

A My understanding is they are in a variety
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of different businesses but principally cable
tel evision.

Q Okay. s it your understandi ng that
franchise rights have a substantial value to a cable
tel evision operation?

A | have not been in the cable television
busi ness to date.

Q Do you have any reason to believe that
i nvestors would devalue franchise rights that appear
on the balance sheet of a cable television company?

A | don't know that answer.

Q Al'l right. Did you conpare this net
t angi bl e book value for Concast to the net tangible
book value of Frontier?

A Well, again, we don't have the same kind of
cabl e franchise. | think that was why we were trying
to back that out.

Q But you have goodwi Il and intangi bl e assets
on your bal ance sheet, don't you?

A We do, but | think the bigger issue is the
franchise rights.

Q Okay. Well, in looking at the cal cul ation
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you did for Concast, you showed that these

i ntangi bl es amounted to, what, about 70 or 75 billion
doll ars, conpared to the $40 billion of equity,
right?

A Correct.

Q So about, what, 60 or 70 percent nore
i ntangi bl es than total equity, is that in the right
bal | par k?

A Subj ect to check. | don't have a
cal cul ator.

Q Okay. Well, let's |ook back at | BEW
Exhi bit 10 which is your quarterly report for the
period endi ng September 30. And if we | ook at page

2, that shows that at September 30, 2009, Frontier

had total equity of $428.8 mllion, correct?

A Could you just point ne to --

Q | am sorry, right at the bottom of page 2.
It says Total Equity and so | rounded. It is

428, 761, 000. Do you see that?
A | do see that.
Q And if we | ook up under the Asset section

of the balance sheet, it shows you had net goodwi |
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of $2.6 billion, correct?

A Correct.

Q And you al so had other intangibles of 200
-- well, alittle over $261 mllion, correct?

A Correct.

Q So Frontier had intangi ble assets of about
$2.9 billion compared to total equity of $429
mllion, right?

A Right. And | think the point of that was
that Wall Street is not valuing or that is not of
consi derabl e concern on Wall Street today.

Q Well, who said that it was? Who is it you
are rebutting that tal ked about net tangible book
val ue?

A | think we were rebutting M. Barber's
di scussi on about net equity.

Q He was tal ki ng about sharehol ders equity,
wasn't he?

A Negative net equity is what | believe he
was referring to.

Q Yes, and | think we can agree that Concast

has positive net equity, correct?

455



10

11

12

13

14

15

16

17

18

19

20

21

22

A W t hout those adjustnments, yes.

Q And why would we make those adjustments for
Concast and not also make them for Frontier?

A My understandi ng was that as anal ysts were
| ooki ng at cabl e conpani es, that they would make
simlar adjustments for considerations, given the
fact that those franchise rights are what they are on
t he bal ance sheet.

Q Okay. But you didn't just Iimt your
adjustnment to franchise rights; you also included
goodwi | I, which as a percentage of equity Frontier
has much nore goodwi Il on your bal ance sheet than
Concast has on its bal ance sheet, correct?

A | don't have a cal cul ator again, but I
under st and what you are saying, yes.

Q Al'l right. Do you still have that Concast
quarterly report in front of you?

A Yes.

Q And if you -- sorry. I f you | ook on page
4, woul d you agree that Concast paid a dividend in
t hat quarter of $375 mllion?

A Hold on a second. Did you say page 4?

456



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Yes, page 4 under Financing Activities it
shows dividends paid, 375 mllion?

A Yes.

Q And over on page 3 of that Concast report
woul d you agree that Concast had net income in that
-- yeah, net inconme in that quarter of in excess of
$900 mllion?

A Yes.

Q M. MCarthy, in the research that was done
for preparing your rebuttal testimony, did you come
across any public companies that had negative
sharehol ders equity that pay out more in dividends
t han they earn in net income?

A | did not | ook for that screen.

Q On page 65 of your rebuttal at |lines 1621
and | guess 1622, you state that Frontier has
invested over $1.1 billion in its network and
operations since 2005. Do you see that?

A Yes.

Q Just to be clear, does that $1.1 billion
represent Frontier's total capital expenditures from

2005 through 20087?
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A Yes.

Q And during that same time period would | be
correct that Frontier paid out $1,316, 000,000 in
shar ehol der dividends?

A | do not have that figure in front of ne.

Q Now, M. McCarthy, do you recall that
guestioned you about this and many other topics in
t he Ohi o proceeding?

A | do remenber that.

Q And | would |like to show you the, | guess,
transcript fromthat proceeding to see if that
refreshes you about this particular nunber.

(Wher eupon a docunment was
provided to the witness.)
And | am | ooking at pages 133 and 134 of
that transcript. And after you have had a chance to
| ook at that, | will ask again if you would agree
t hat, during that same four-year period, Frontier
pai d out sharehol der dividends of $1,316, 000, 000?
(Pause.)
A | am sorry, | was reading. Coul d you j ust

repeat your question?
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Q Yes, could you agree that between January
1, 2005, and Decenber 31, 2008, that Frontier paid
out $1,316, 000,000 in sharehol der dividends?

A Yes.

Q And would you al so agree that during that
same time period Frontier paid out $835 million for
stock repurchases?

A Yeah, we completed $835 mllion in stock

repurchases.

Q | am sorry. WAs the answer yes?
A | didn't think that we paid it out. We
commenced and conpl eted $835 m |l lion of stock

repurchases.
Q Thank you. | was having a little trouble

heari ng. I n your rebuttal testinony, page 69 --

JUDGE TAPI A: M. MCarthy, if you can get the

m crophone cl oser.
THE W TNESS: Sur e.
JUDGE TAPI A: Thank you.
BY MR. RUBI N:

Q Yeah, | am sorry, in the rebuttal on page

69, at the top of the page you state that Verizon has
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140,000 FIOS internet customers in the VSTO area, is
that right?

A Correct.

Q Does that represent the nunber of customers
t hat actually take the service from Verizon or is
t hat the nunmber of customers that have the service
avai |l able to thenr?

A | believe that is the number that take the
service from Verizon

Q Okay. Do you have an estimte of the
number that have the service available to thenf

A | believe the number probably is changing
everyday, but it is -- can | |ook back at the
transcri pt again?

Q Sur e. | did ask you about that in Ohio.

It is on page 146 of that transcript.

A | believe the availability is 580, 000.

Q M. MCarthy, filed with your rebuttal
testinony was an Exhibit 5.1. It's the Welcome to
the New Frontier presentation. And do you have a
copy of that with you?

A Just one second while | get it out.
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(Pause.)

| have it.
Q And | am | ooking at page 18. In the m ddl e
of the page there is a, | guess, a block of

information call ed Synergies. Do you see that?

A Yes.
Q The | ast |ine under Synergies says
"increase purchasing power with vendors."”™ Can you

tell us what that refers to?

A It referred to the fact that as we grow
| arger and as we are executing on our commtments to
expand broadband, that we would increase our
purchasi ng power with vendors that supply us with
everything from network el ement conmponents to | ong
di stance transit services.

Q Al'l right. Are you talking about
i ncreasing Frontier's purchasing power conpared to
Frontier's purchasing power today or are you talKking
about increasing Frontier's purchasing power conpared
with VSTO today?

A It is referring to increased purchasing

power from Frontier.
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Q Okay. So that does not necessarily mean
that the VSTO areas will have greater purchasing
power as part of Frontier than they have today as

part of Verizon, is that correct?

A | can't answer that. | don't know.

Q So you just -- that's not what you nmeant
here?

A No. \What | meant here is that we would

have additional |everage with our suppliers to get
i ncreased or inproved pricing on the conponents that
we will use to operate the business. And when you
| ook at the network elements that will be depl oyed,
it could very well be that certain suppliers are
supplying nmore conmponents to Frontier in any given
area just because of our focus versus Verizon.
Verizon may have a focus on FIOS and have extrenmely
good terms with an optical network el ement provider
where we m ght have better ternms and i mproving terns
on more | egacy Pots or DSL type equi pment.

Q Al'l right. M. MCarthy, | guess | am a
little confused here. A mnute ago you said you

didn't know if the prices you would be getting would

462



10

11

12

13

14

15

16

17

18

19

20

21

22

be better or worse than what VSTO gets as part of
Verizon, is that right? You just don't have that
i nformation?

A | don't have that information.

Q So what you just tal ked about was
t heoretical, wasn't it? You don't know what
Verizon's prices are, so you have no way of know ng
if your prices will be better or worse, correct?

A | don't, although I do know that we plan to
expand in these areas and Verizon may not have. So
whet her they had better prices on an Adtran TA5000
t hat coul d have been deployed in Illinois is alnost
irrel evant because they are not deploying them

Q Al'l right. But I am not asking at | east
ri ght now about plans in Illinois. | am asking you
about your estimated $500 mllion in synergies. And
part of that is increased purchasing power, and when
you said that you are tal king about increased
purchasi ng power conpared to Frontier's pricing
t oday, correct?

A That's correct.

Q And that's not tal king about increased
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purchasi ng power within VSTO conpared to what VSTO is
payi ng today, correct?

A That was referring to us, as we stated.

Q Okay. Now, the next block of information
on this page, page 18 of Exhibit 5.1, is called
Non-recurring Integration Costs. Do you see that?

A | do.

Q And the m ddle bullet there is IT
Devel opment . | assume I T is Information Technol ogy?

A That is correct.

Q Can you tell us what information technol ogy
needs to be devel oped as part of the integration of
VSTO into Frontier?

A From certainly properties outside of West
Virginia, there is very little right now that has to
be spent on that. The costs associated with the
activity are really around the conversion that was
happening in West Virginia.

Q Do you know if any of that relates to
I1linois and the other former GTE states?

A My understanding is that it was principally
West Virginia.

464



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Al'l right. Now, the last bullet on that
page i s Severance. | assume that's severance of
enpl oyees?

A Correct.

Q Have you identified how many enpl oyees wil

| ose their jobs as a result of the integration?

A No, we have not.
Q Have you identified what the severance
costs will be for those or for those enployees who do

| ose their jobs?

A | think there was just an estimate that was
used as we put these together initially, and this was
very early in the transaction, for some of the
corporate synergies that m ght occur. So | don't

have a figure for you

Q Do you know if any of those enpl oyees will
be in Illinois?

A To my know edge none of those enpl oyees
will be in Illinois.

MR. RUBIN: Thank you. That's all | have for
the witness, Your Honor. | would move into evidence

| BEW Exhi bit 10.0.
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JUDGE TAPI A: M. Saville, do you have any
objection to | BEW Exhibit 10.0 to be admtted?

MR. SAVI LLE: No, Your Honor.

JUDGE TAPI A: Hearing no objection, |BEW
Exhibit 10.0 is admtted into evidence.

(Whereupon | BEW Exhi bit 10.0 was
admtted into evidence.)

MR. RUBIN: Thank you, Your Honor.

JUDGE TAPI A: Okay. M. Mel ni koff, would you
like to go next?

MR. MELNI KOFF: \Whatever the AG would desire.

CROSS EXAM NATI ON

BY MR. MELNI KOFF:

Q Good morning, M. MCarthy.

A Good nor ni ng.

Q Let me start by just getting some
under st andi ng of the docunment Frontier Corrected
Exhi bit 8. 4. Do you have it in front of you?

A | do.

Q Condition 1(a), there is a clause in there
five lines down, the paragraph, that I will read it,

the first several words of it. "That is not
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essentially or directly connected with the provision

of non-conpetitive tel ecomunication service."

A | am sorry, M. Melnikoff. Can | just --
with so many exhibits up here, | just m splaced the
first sheet. So let me just get that out.

Q Let me know when you are ready.

A | am sorry, could you just repeat that

gquestion?

Q Yes, five lines down but into the
par agraph, near the end of that line there is a
clause that begins and goes to the next page or next
line and it begins, "That is not essentially or
directly connected with the provision of
non-conmpetitive tel ecommuni cati ons service."

A Okay.

Q Coul d you explain to me what is the meaning

of that clause in connection to the condition?

A | am sorry. | am not follow ng your
gquesti on.
Q That cl ause somehow affects, | presune,

what the condition means?

A Ri ght .
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Q What is -- how does that inmpact the
condition?

A The provision of non-conpetitive services,
is that your question?

Q No, that clause, "That is not essentially
or directly connected with the provision of
non-conmpetitive tel ecommunications service." \Wat is
that trying to convey about the condition? It nmust
have a meaning in the context of the condition.

A | think it was purely referring to really
t he moneys, properties and resources that are used to
provi de basic non-conpetitive telecommunication
servi ces. | don't think there was any hi dden meaning
in it.

Q Well, | just don't -- | amjust trying to
figure out what it means. So in your mnd it
describes, and in the mnd of Frontier, it describes
nmoneys, property or resources?

A Yes, generally speaking it was cash and
di vidends fromthe subsidiary to the parent.

Q And what is not -- what is the meaning of

non-conmpetitive telecommnications service?
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A Well, that's just what | would say. It is
generally basic services, |ocal exchange services in
the state. There is the two categories of

conpetitive and non-conpetitive services.

Q Does it include business rates or business
service?
A | believe it does cover Bl services. | am

not sure it covers the high end services, whether

that is Ethernet or special access circuits. Maybe

that's your point. | don't think it covers that.
Q Does it include Centrex or PBX services?
A | just need to get -- | don't have a |i st

of the non-conpetitive services in front of me right

now.
Q |f you would get that.
A | don't have that on ny table.
MR. SAVI LLE: | object. If M. Melnikoff has a

list of the non-conpetitive services, he can provide
that to the witness for review. But to ask
M. MCarthy --

MR. MELNI KOFF: | didn't use the term | don't

have the |i st. | am asking the wi tness what his
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understanding is and what that includes.

MR. SAVILLE: And | think the witness has
answer ed his understandi ng. But | think what
M. Melnikoff is in effect asking the witness to do
is poll what could be a potentially hundred page
tariff and go through and item ze each individual
service. And if M. Melnikoff wants the witness to
do that, he should produce that document and ask him
guestions versus asking the witness to generate that.

JUDGE TAPI A: M. Mel nikoff, anything else?

MR. MELNI KOFF: No.

JUDGE TAPI A: Obj ection sustai ned.

BY MR. MELNI KOFF:

Q Let me ask you, does it include 1FR?

A Again, | don't have the list in front of
me, M. Melnikoff.

Q Does it include 1FB?

A. | don't have the list here in front of nme.
| would read themto you if | had themin front of
me. | don't have it in front of nme.

Q And what exactly is the list?

A Of the different -- generally the
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non-conpetitive products that fall in that category
in the competitive products |ist.

Q Coul d counsel give himthe list? Is it
available in the room M. MCarthy?

A | don't know that it is available in the
room

JUDGE TAPI A: M. Saville, do you have an

objection to producing that document, if you do have
it here?

MR. SAVI LLE: Your Honor, | am not sure that we
have that |ist here. My understanding is that, and

certainly Verizon can speak to this, what we are
referring to is what's classified as conpetitive
versus non-conpetitive in the Verizon North tariffs
that are on file with the Comm ssion. Simlarly,
there is a separate tariff for Verizon South and
there are lists that identify what services fall into
conpetitive versus the non-conpetitive category.

This goes to nmy objection before. As
you are aware, these tariffs are quite enornmous
docunments and certainly M. Melnikoff, if he wanted

to pursue this line of questioning, could have
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produced sections of that tariff and asked the

wi tness versus us trying to go and generate an entire

tariff to in effect conplete his cross exam nation.
So our objection would be if he has

guesti ons, he should produce that |ist versus asking

us to generate the conplete tariff at this point in

time.

MR. HARVEY: Your Honor, if | mght just be
heard on this.

JUDGE TAPI A: M. Harvey.

MR. HARVEY: The use of the term "conpetitive
and non-conpetitive" is a termof art within the
meani ng of Section 13-502 of the Public Utilities Act
and it has to do with the way utilities or telephone
conmpani es classify services. And as a general matter
that's done through the tariffs and would be, | think
-- 1 mean, | think if you wanted to you could
probably take adm nistrative notice of any tariffs

that you felt were appropriate to do so and if it

woul d shortcut this any, | am not sure. That woul d
undoubtedly be -- and let the record reflect that I
am spreading my arnms pretty wide -- a |ot of
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docunents.

JUDGE TAPI A:  And M. Melnikoff -- now this
docunent is very big. You can't print certain
sections that M. Mel ni koff needs for his cross, do
you know, M. Harvey?

MR. HARVEY: | think they could be probably
obtained fromthe Clerk's office. Whether that could
be done in real time in the context of this hearing
is something I am much | ess confident about.

MR. MELNI KOFF: | won't need them

JUDGE TAPI A: That resolves everything then.
The objection is sustained.

BY MR. MELNI KOFF:

Q Let me rephrase the question. \What is your
understanding -- you have agreed to this, correct,
this condition?

A Yes.

Q You have agreed to assum ng wi thout change
the Verizon tariffs that are on file right now,
correct?

A Correct.

Q What is your understanding? |Is 1FR part of
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t he non-conpetitive telecommnication services in
what will be your tariff?

A ' m sorry, M. Melnikoff, I just don't have
that in front of ne.

Q And you can't answer it right now?

A Ri ght, no.

Q And the same thing with 1FB?

A Or Centrex or PBX or your other points, |
just don't have it in front of me.

Q What about intrastate special access
services?

A | don't have that in front of ne.

Q Okay. So | ooking at Condition 1(a), does
t hat mean that the only dividend restriction that
will be imposed will be moneys, properties or other
resources that are connected to non-conpetitive
tariff service?

MR. SAVI LLE: Your Honor, | am going to object.
| think he can ask the witness his understanding, but
this condition has in fact been proposed by Staff.
Staff's | anguage, nmy understanding, is based on

simlar condition that they have inmposed on ot her
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| LEC transactions in the past. Staff proposed this
| anguage. You can ask the witness what his
understanding is, but how the Comm ssion Staff
determnes it, | think those would be better
guestions directed to Staff.

MR. MELNI KOFF: Well, Your Honor, the wtness
at the start of his testimony or the cross
exam nation, he commtted to abiding by this
condition. | want to know what his understanding o
this condition is.

MR. SAVI LLE: Your Honor, | have no objection
to asking him what his understanding is. That wasn
t he question previously, so.

JUDGE TAPI A:  All right. So you are
wi t hdrawi ng your objection?

MR. SAVI LLE: | f he corrects his question and
asks the witness' understanding, | will w thdraw my
obj ecti on.

JUDGE TAPI A: M. Mel ni koff, you can restate
your question just like you did a few m nute ago so

that the witness is clear.

f

"t
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BY MR. MELNI KOFF:

Q Let me restate the question. | am not
asking you to tell me what the Staff's understandi ng
is. MWMhat | am asking is what is your understandi ng
what have you commtted to in Condition 1?

A What | have commtted to is based on
meeting the majority of the metrics, that if we did
not meet the majority of the metrics that we would be
prohi bited from moving cash either from a cash
movement or dividending of the Verizon North and
Sout h properties to the parent.

Q Is there any Iimtation on the dividends
that are restricted? |In other words, are there
certain dividends and nmoneys and property from those
Verizon North and Verizon South exchanges that can be

distributed to the parent?

A You asked me what my understanding of this
was. That's my understandi ng of what | agreed to.
Based on meeting the majority -- or if | did not neet
the majority of these metrics, that | would be

prohi bited from moving cash either by dividending or

cash transfers fromthe Verizon North | ocal exchange
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company and South, to the parent. That's ny
under st andi ng.

Q Any noneys from those properties or from
t hose Verizon North or Verizon South?

A My understanding is based on the net income
or the cash fromthe interexchange operations.

Q From t he what?

A From the regul ated entities in Illinois.

Q And that's what you have commtted to for
t he Conpany?

MR. SAVILLE: Objection. He's commtted to the
condition that's included in this document.

Q Did you --

JUDGE TAPI A: | am not sure what your objection
is, counsel.

MR. SAVI LLE: He m sstates the prior testinmony.
M. MCarthy has indicated through the testinony
today that Frontier is commtted to the condition
that they identify in Corrected Exhibit 8.4, and
M. Melnikoff tried to re-characterize that. The
comm tment was the conditions included in this

docunment .
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MR. MELNI KOFF: | am not trying to
re-characterize the condition.

Q Did you commt --

JUDGE TAPI A: One monment, M. Mel ni koff. I
wi Il sustain the objection. You ask the question
differently.

BY MR. MELNI KOFF:

Q Did you commt the Company to the condition
as you understand it?

A My understanding is, as | just said, would
be focus on non-conpetitive tel econmmunications
service, as it says in the condition.

Q And your answer is yes or no?

A | am sorry, you would have to rephrase your
guesti on again.

Q Did you commt to for the Company the
Condition 1 as you understand it, as you just
explained it?

MR. SAVILLE: Objection, again, this was asked
and answered. The witness has indicated the Company
is commtted to Condition 1

JUDGE TAPI A: M. Mel ni koff, no response? |
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believe the witness has answered the question.
Obj ection is sustained.
BY MR. MELNI KOFF:

Q Does Condition 1 allow the Conpany, if it

m sses the metrics, to nmove broadband net income from

Veri zon North and Verizon South to the parent?

A My understanding is that this is, as it
says, moneys, property or resources that are not
essentially directly connected with provision of
non-conmpetitive. My understanding is broadband is
conmpetitive service, so | don't think that's limted.

Q So the answer would be yes, it can be
distributed to the parent?

A That's my reading.

Q And that's what you commtted the Company
to?

MR. SAVILLE: Objection, asked and answer ed.
He's commtted to Condition Number 1. You al ready
sust ai ned that objection. What M. Melnikoff is
trying to do is get an interpretation of this
provision by this witness. Again, as | indicated

previously, this is a condition that the Staff has
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recommended. It's been included in a number of
transacti ons. To the extent there is a question on
the interpretation and how this is going to be

i mpl emented, a bunch here would communicate with
Staff who proposed this condition.

MR. MELNI KOFF: The witness has commtted the
Conpany to somet hing. He must know what he is
commtting the Conmpany to, and that goes to what his
under st andi ng of what he is commtting the Company.
And that's all | am asking. s to what are you
comm tting the Conpany. Ot herwi se, it's an
uni nformed comm t ment .

JUDGE TAPI A: | will overrule the objection
Restate the question and, M. MCarthy, you can
answer as best as you can what your understanding is.

BY MR. MELNI KOFF:

Q Goi ng back to your understandi ng of
Condition 1, is it your understanding that net income
or the moneys from conpetitive tel ecomunication --
or conpetitive services such as broadband can, even
if Frontier m sses the metrics specified in Condition

1(a), that those conpetitive net income noneys,
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property, can be distributed to the parent?

A My understanding is, as | have read this,
that it was associated with non-conpetitive
t el ecommuni cati on services. Do | have a breakout of
the revenue associated with the two? No, | don't
have that here right now. So | don't know that | can
guantify that for you at all.

Q | am not asking you to quantify it. | am
aski ng your understandi ng.

A | just told you my understandi ng.

Q Is it your understanding that those
conmpetitive revenues can be, even if you m ss your
metrics, can be distributed to the parent?

A As | read the condition, | read it as the
provision of non-conmpetitive telecommunication
services, the traditional voice and Pots services.

Q So the answer is yes, is that correct, that
they can be distributed to the parent?

A For non-regul ated, | believe so.

Q And that's what you are commtting the
Company to?

MR. SAVILLE: Objection. He has stated several
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ti mes that

we are commtted to Condition 1. And

asking the witness for a particular interpretation,

he's answered this question several times. W are

comm tted

Frontier is commtted, to meet Condition 1

as proposed by Staff.

MR. MELNI KOFF: He hasn't answered this

guestion because his attorney keeps on objecting to

it. Al

am asking himis what is his informed

opi nion of what he is commtting the Conmpany to.

JUDGE TAPI A: | agree with M. Mel nikoff.

Obj ection overrul ed.

A

| am commtting the Conpany to a dividend

restriction associated with these not hitting the

maj ority of these metrics. And | believe it is

associ ated with non-conpetitive tel ecommuni cation

servi ces,

compl i ant

but certainly it is -- this was meant to be

with simlar conditions that have been

i mposed on others that have come through this

process.

BY MR. MELNI KOFF:

Q

services?

So there is no limtation on non-regul ated
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A If that was the Iimtation that was inposed
on a party previously, then that's certainly what I
woul d agree to at this point. But my reading of it
was it was non-conpetitive telecommunication
services.

Q Let's go to another, now that we have got
t hat behind us, let's go to another portion of
Condition 1(a) and that will be found in the next
par agraph on page 1. My question -- if you would
read that, particularly the sentence that begins "If
Frontier meets a majority of the service quality
standards.” You don't need to read it out |oud, just
-- which appears the next to the last, the full
sentence, the last full sentence on that page.

(Pause.)

A Yes.

Q s it your understanding that once the
restriction is lifted, you can then distribute
payments, dividends, to the parent?

A Once the restriction is lifted.

Q Does that include previously foregone

di vi dends that m ght not have been allowed to be
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di stri buted during the period where you were not in
compliance with the metrics?

A Yes.

Q Going to Condition 7 on the | ast page, this
should be a very quick answer. It says, "Frontier
shall cap all regulated conpetitive retail rates.™
What do you nmean by -- | am sorry, "non-conpetitive
retail rates.” What is your understanding of
non-conpetitive retail rates?

A Is it all of the tariff rates on certainly
the residential side of the equation. | don't know
if that's your question.

Q | am sorry. Say that again.

A We woul d cap all regul ated non-conpetitive
retail rates. So if there are business rates that
are in that category, they would fall under the cap
as wel | .

Q And t hat goes again to the Illinois
Commerce Comm ssion's tariffs?

A Correct.

Q We got through that one. One |ast question

on this area. Do you know when this new broadband
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comm tnment will be filed and distributed to the
parties? Maybe counsel elucidate that point.

MR. SAVI LLE: Your Honor, the comm tment that
M. MCarthy made today is on the record. Hence, |
think it is part of the record at this point in time.

MR. McCARTHY: WIIl it be a separate exhibit or
are you just going to wait for the transcript to come
out ?

MR. SAVI LLE: Our intention was that it was
made on the record, it is part of the record. W can
certainly file the supplemental exhibit that
identifies this specific commtment if the Comm ssion
woul d so desire. But our intent was it has been on
the record today so it is part of the proceeding.

JUDGE TAPI A: M. Mel ni koff?

MR. MELNI KOFF: | would certainly like to see
it in writing.

JUDGE TAPI A: M. Saville, would you?

MR. SAVILLE: W have no objection to doing
t hat .

JUDGE TAPI A: All right. Then let the record

reflect that Mr. Saville file that on the docket.

485



10

11

12

13

14

15

16

17

18

19

20

21

22

And what will we be entitling it for the record?

MR. SAVILLE: | think, Your Honor, we would
include that as part of the Frontier Corrected
Exhi bit 8. 4. | think probably just call it 8.4A.

JUDGE TAPI A: Okay. That will be identified as
8.4. A?

MR. SAVI LLE: Sur e.

BY MR. MELNI KOFF: That makes it very hel pful.
Thank you

Q I f you would go to page 7 of your direct

testinony which is Joint Applicants' Exhibit Number

1?

A Yes.

Q | am sorry, page 9, | am | ooking at your
answer on 232, |line 232.

A Yes.

Q Verizon North and New Communi cati ons of the
Carol i nas, once these groups become Frontier's, they

woul d serve separate and distinct sets of exchanges

in lllinois, is that correct?
A That is correct.
Q WIIl those new Frontier entities offer
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services in each other's service areas?

A | am not sure | understand the question.

Q WIlIl Frontier North offer any services to
customers, business or residential, that m ght be
| ocated in Frontier's Verizon South territory?

A No, Verizon North would be operating within
its certificated areas only.

Q And the same thing concerning Frontier
South in offering services to custonmers that m ght be
| ocated in Verizon North?

A Correct.

Q At the present time is it your
under st andi ng that business end users in Frontier's
| ocal exchange services have opportunity to obtain
| ocal exchange services from conpetitors?

A Yes, whether that's a cable conpany or
dependi ng upon the size of the entity, it could be
AT&T or another large entity that m ght focus on the
Enterpri se space.

Q So the answer is yes?

A Yes.

Q At the present time do residential end
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users in Frontier's |ocal exchange services have an
opportunity to obtain | ocal exchange services from
conmpetitors?

A In our area | would say yes.

Q And basically what types are those
conmpetitors?

A Generally, cable conmpanies.

Q Do you have a figure of what your market
share is in those areas?

A No, | don't have a figure of market share.

Q |s there a material in-road in those
territories that are being made by conpetitors?

A | don't have the market share dat a.

Q Do you expect that there will be nore
conpetition or |less conmpetition or the same

competition | evel for |ocal services to business

customers after the transfer from Verizon as a result

of this transaction in Illinois?

A My expectation there would be nore
conmpetitive, simply because Frontier will enter the
mar ket, into these new markets, and will be conpeting

directly. Verizon Business, for instance, had a
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| arge Enterprise account. Frontier would be able to
compete for that inmmediately. So to me that would be
an additional entry into that market.

Q And for business is it your intent for
Frontier to conmpete for business customers outside of
Frontier's certificated areas?

A No. We are not planning on any CLEC
strategy at this point.

Q So your answer is relying on Verizon com ng
into Frontier?

A Well, | think Verizon Business operates
across the country. And they, | am sure, will have
some customers in our area and we will be able to
conpet e. So day one we will be able to go and
compete for those custoners.

Q What about for residential in Frontier's
territory post-closing?

A | don't think there will be any change. I
think there will be a number of wireless providers,
there will be ourselves and there will be cable
conmpani es.

Q Page 16 of your direct testimony, | am
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| ooking at |ine 382.

A Yes.

Q | believe that -- well, in response to, |
t hi nk, one of M. Rubin's questions, you agreed that
the availability of broadband in Illinois was
approximately 87 percent?

A Correct.

Q And t hat equates to what you are saying
right there, on line 382, correct?

A No. That was -- | believe that was
referring to the nore broad stated that Frontier has
been able to achieve over 90 percent broadband
devel opment .

Q Oh, in all your areas?

A Correct. In Illinois it is approximtely
87 percent.

Q When you say broadband depl oyment, do you

mean that broadband is available, the availability of

broadband. . .
A Well, 1.
Q ..to 90 percent?
A | am sorry, | interrupted your question.
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Q You say broadband, 90 percent broadband
depl oynment . Do you nean broadband availability?

A Br oadband availability to househol ds.

Q To households. And how do you defi ne

br oadband availability?

A For us, generally, it is over a one megabit
service.

Q But what is the meaning of availability?

A | am sorry. It would be -- it would be in

a wire center, an exchange boundary, that that
percent age of custonmers would have the ability to
contact us and have that service provisioned for
t hem

Q And there would be no special construction

to connect up?

A That is correct.
Q Is there a figure conparable to the 90
percent or 87 percent in Illinois for business

establishments?

A No, | did not get that one. | apol ogi ze.
Q | am sorry?
A | did not bring that nunber. | should
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have; | didn't.

Q Do you know if it is conmparable to 90
percent ?

A | assume it is conparable to that, but I
don't have that figure here.

Q Generally, in Illinois will that 87 percent
figure i mmedi ately decrease upon the closing of the

Veri zon transacti on?

A | don't think it would decrease in our
service territory. | am not quite sure | understand.
Q No, in your total, in your total Illinois

service areas?

A | f you would just put the two
avail abilities together, is that your question?
Q It is.
A | assume, yes, the number would go up
Q And how long will it take for you to get

that to 87 percent?

A Well, we have made the comm tnment then that
we would get to 85 percent in the new properties that
we are acquiring by the end of 13.

Q Anmong househol ds for which broadband is
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avail abl e, what percentage -- this is residential

now -- what percentage actually subscribed to
broadband in Illinois?
A Can you just point me to the page in the

testinony?

Q | am not | ooking at a page.

A | am sorry. | did not bring that figure
with me today.

Q Do you have a figure for businesses, what
percent age subscribed once it was avail abl e?

A | do not have that figure.

Q Does Frontier have a specific plan for
increasing the actual subscription rate for broadband
services anong new residences once -- new residentia
users it is acquiring from Verizon in Illinois?

A We don't have a plan at this point.
think once we finalize the network expansion, we
woul d marry that up with, you know, introduction of
t hat product to the market. It may be in conjunction
with a special marketing program that m ght be going
on at that point. So it will be a very tactical plan

that's devel oped over the next 6 to 12 nmonths.
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Q And that plan will enconpass from cl osing
to -- or fromwhen it is created in the next six
mont hs or so to the year 20137

A It would probably focus primarily on the
initial build out because that's where we will be
enabling the househol ds. But it would be an ongoing
living document and a program that would go through
t hat peri od. Obviously, it's where we are expandi ng

the network.

Q |s there a budget? |Is there some figure in
m nd that Verizon -- or, | amsorry, Frontier
envisions that it will need in Illinois to reach 87

percent or meet your comm tment?

A Meet my comm tnment, we believe that it
woul d be approximtely $50 m | lion.

Q That's just for residential?

A No, that would be enabling the wire
centers. So certainly business would benefit from
t hat as wel |.

Q What is the basis of that estimate? And |
am sorry, | shouldn't say estimate. The $50 mllion?

A $50 mllion is based on a nodel that we
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have devel oped | ooking at every network el ement in
the state and applying our intelligence from
operating in the state today as well as information
from Verizon and applying our design standards, and
the result is $50 mllion

Q So even though there is not a plan, you

know what it will cost you based on your nodel for
I11inois?
A What | was answering your question and

maybe | m sunderstood your question, was to inmprove
t he penetration. W have devel oped what our
expectations are to accomplish the 85 percent.

That's the $50 mlIlion. We don't have a plan today

on how we will do marketing or go to market as we
coordinate that with the Illinois expansion. That
will be developed in the next 6 to 12 months as we

get closer to close.
Q And if | heard you right, that $50 mlIlion

i ncludes deployment to businesses as well, correct?

A. Busi nesses woul d benefit from that as well,

yes.

Q To the extent of 85 percent?
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A There is no reason to believe that it
wouldn't. As | said, | think it is conmparable for us
in the state today, but | have not | ooked at the
busi ness effects.

Q But the $50 mlIlion includes residents and
busi ness?

A Absol utely.

Q And that 50 mllion is the budget for
achieving the 85 percent which would be 2013?

A Correct.

Q If you go to page 24 in this same docunment,
your direct -- | am sorry, | am now on your
surrebuttal testinony. Give me a nmonment please while
| try to |ocate your surrebuttal. | guess | am
havi ng the same problem you had a little while ago.

A No problem

(Pause.)

Q So it is page 24 of your surrebuttal which
is Frontier Exhibit 8.07?

A Yes.

Q On lines 540 in that first sentence, you

don't object to the cap with respect to the Conmpany's
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non-conpetitive services, and that non-conpetitive
services is the same as we discussed earlier as found
in the ICC tariffs?

A Correct.

Q And that would include some business
services?

A " msorry, could you say that again?

Q That woul d include some basic business
services?

A | believe so.

Q At page 45 of your surrebuttal, this is in
the section -- the actual question is asked at the
top of page 44. You are tal king about M. King, the
DoD/ FEA' s expert witness, you are talking about where
he tal ks about Frontier's dividend policy, correct?

A Correct.

Q If we go to page -- | indicated page 45 in
t hat section, line 970, the second set is on 970 to
973, where you make specific criticisms of or you
di scuss Frontier's criticism | guess is a fair word
to use, about M. King's approach, correct?

A. Correct.
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Q And his cal culation of net recurring cash
flow, correct?
A Correct.
Q And that comes from M. King's rebutta
testinmony which is DoD Exhibit 2, page 4, correct?
A | don't have that in front of ne. I f you
have it, | could take a |look at it.
MR. MELNI KOFF:  Yeah. Does counsel have it for
hi n?
THE W TNESS: Your Honor, | was wondering if |
could just have a five-m nute break.
JUDGE TAPI A: Oh, that's okay. Why don't we
take a ten-m nute break?
(Wher eupon the hearing was in a
short recess.)
JUDGE TAPI A: We are back on the record. W
are going to go to lunch, so we will be back at 1:00
o' clock when we will proceed with M. Melnikoff's
cross exam nation of this witness.
(Wher eupon the hearing was in

recess until 1:00 p.m)
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AFTERNOON SESSI ON

JUDGE TAPI A: We are back on the record. W
have M. McCarthy the stand as a Frontier wtness.
M. Melnikoff is continuing his cross exam nation.
He represents the U. S. Departnment of Justice.

M. Mel ni koff, whenever you are ready.

BY MR. MELNI KOFF:

Q Thank you, Judge. Good afternoon,

M. McCarthy.

A Good afternoon.

Q We were at your surrebuttal, page 45, and
you were just about to ook at M. King's rebutt al
testimony which is DoD/ FEA Exhi bit Nunmber 2. And |
believe we were headed towards page 4 of King's
testinony, the top of the page, the chart, the table.

A | have it in front of me, just refreshing
my recollection.

Q Goi ng to page 45 of your surrebuttal, |ine
970 of that paragraph, that 970 to 972 where you are
addressing the M. King's net recurring cash fl ow,
you state, "Frontier does not agree with M. King's

approach."™ Then you say, "as he double counts
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certain items." Could you tell me exactly what he is
doubl e counti ng?
A When | | ooked at it, it appears to us that

the net cash from operations is a number right from

t he 10K.

Q | am sorry?

A If you start at the very top of his sheet,
the first line is net cash from operations and so we

were able to tie out the net cash from operations
fromthe 10K However, when you | ook at the net cash
from operations figure, it starts with net income and
t hen adds back in a number of itens to get to the
figures that are represented on the page. However ,
the net income figure already takes into account the
interest payments and the income tax statements. So

that's why we thought he had doubl e counted.

Q But you don't know for sure; you just think
he did?

A No, | think that's exactly what he did.

Q Oh, okay. | was just using your words.

Okay. And then you say, "has other m sstatements.”

This is going back to page 45 of your surrebuttal,
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line 972. So your criticismis double counts, which
we just tal ked about, and has other m sstatements?

A My recollection was that there were one or
two other errors around, | think it was, income tax
payment and our point was that the interest payment
in income tax should not be included or you should
add that back into the net cash operations. The net
recurring cash flow that would result would be
significantly higher. And if you wanted to add in
capital expenditures, you could do that to get it to
a nore realistic cash flow.

Q And if those are correct, then a
cal cul ati on which incorporated those adjustnments that
you just delineated would not -- you would believe to
be nore correct than what he has presented at page 4?

A Wth the changes that | described, yes.

Q Goi ng to page 47 of your rebuttal, | mean
surrebuttal, sorry, now, do you have M. King's
attachment to his rebuttal testinmny which is the
el even- page ranking of the S&P 500 by dividend yield?

A | do not have that.

Q | s that avail able?
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MR. MURPHY: | don't know if we have got it
handy. Yes, we have it.

Q Thank you.

A | am sorry, yes, | have that.

Q Looki ng at the dividend yield, Attachment
A, on page 47 of your surrebuttal you have sonme
critique of that Attachment A, is that correct?

A Correct.

Q And at lines 1011 to 1012 you tal k about
the use of the estimted dividend that M. King
utilized, correct?

A Correct.

Q And your criticismis that you -- and |I am
j ust paraphrasing now -- Frontier has already
announced that it is cutting its dividend to 75 cents
and the marketplace is expecting that. So the use of
93.75 cents as an estimated dividend for the next
year woul d distort the results?

A What | was trying to say was that the
mar ket does know exactly what the dividend is that
Frontier is commtted to post this transaction and

that's 75 cents. Certainly, it is true, depending
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upon what point anyone assumes that the transaction
woul d cl ose and make an assunption that the dividend
woul d be intact to a certain point, and then
subsequently after that you could arrive at certainly
what M. King used here. But | think the market is
al ready anticipating us going to a 75 cent dividend.

Q I f the attachment was recal culated with 75
cents rather than the 93 and three-quarters cents,
utilizing the then current price which was for
Decenber 3, so in other words replicating this table
except for using your suggested estimated dividend of
75 cents, do you know what the dividend yield for
Frontier would be?

A Off of that price that you have on the

t abl e?
Q Yes.
A | don't have a calculator with me, but you

could do the math fairly easily.

Q And woul d you accept subject to check that
it would be 8.96 percent?

A Subj ect to check.

Q Wth an 8.96 percent do you know what
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position in the S&P 500 dividend yield results
Frontier would occupy?

A It would appear that we would be behind
W nd Stream and ahead of Qwest Conmmuni cati ons.

Q Nunmber 2?

A Yes.

Q Now going to lines 122 to 124 of page 48 of
your surrebuttal.

A ' msorry, and the |lines again?

Q 122 to 124.

A 1022 to 10247

Q What did | say? 1022 to 1024, that
sentence in there. |t seems to me, and correct nme if
| am wrong, that what you are suggesting is that
di vidend yield is important as an industry criteria
as opposed to a conpany-specific criteria?

A | think what | was merely pointing out was
that the telecomindustry, it does have a very high
proportion of the industry, as you have pointed out
in this exhibit, to have significant dividends and
that the investment comunity has expected that as

part of the return commensurate with investing in the
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equity.

Q And then going back to page 47, lines 1018
the sentence in there evaluating AT&T as number 12
and Verizon as number 16 in spite of their solid
credit ratings, strong market position and wireless
growth potenti al. Can | ask you on that sentence
what is the meaning of the two words "in spite of"?
It's three words. What are you trying to say, "in
spite of their solid credit rating, strong market
position and wireless growth potential"?

A What | was trying to say was, and
t hroughout this case there has been different points
of view on our dividend policy and whether or not it
was driven by us being in the current RLEC role that
we are today and whether it is appropriate going
forward, and | was merely pointing out that for a
company as | arge as Verizon or AT&T, having an
attractive dividend is inportant despite the fact
t hat they were much |arger, much nore diversified and
al so had a much stronger credit rating.

Q | am sorry?

A And have a stronger credit rating.
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Q That they also are, in spite of that, they
al so are expected by investors to have a high
di vi dend?

A To have an appropriate dividend, yes.

Q And unli ke AT&T and Verizon, Frontier is
not participating, is it, in the financial rewards of

potential growth of the wireless market?

A No, we are not in the wireless market at
this point. Although we are evaluating entry into
t hat market using a different type of product. But

we are not in it at this point.

Q And as you indicated, Frontier does not
have at this point as strong a debt rating and credit
rating nor is not as large, it doesn't have the
mar ket position of AT&T?

A Yeah, | would say very few people have that
envi ous position.

Q So would it be fair to say that in spite of
Frontier not having as strong a credit rating, use
your words, as solid a credit rating, as strong a
mar ket position and wireless growth potential |ike

AT&T and Verizon, Frontier needs to conpete with
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t hose conpanies in the investment market and,
therefore, is nunber 2 in the chart when you | ook at
it on the date of, | believe it's, the 3rd of
December 20097

A | think the chart on the 3rd of Decenber
just shows the current price and the yields. | f, for
i nstance, we received all regulatory approvals and we
moved forward rapidly, | have no idea what the equity
price would do and | don't know where we would fall
in the stack ranking at that point because the yield
is a function of how the stock price is perform ng at
t hat poi nt.

Q But at | east as of December 3, 2009, it

woul d be fair to mke that statement?

A That our current stock price at, | believe
it was, 8,037 cents, with the anticipated -- we tried
to correct that -- but with the dividend that was

assumed, it certainly does put us in that number 2
spot.

MR. MELNI KOFF: Thank you, M. McCart hy.
That's all | have.

JUDGE TAPI A: Thank you, M. Melnikoff.
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Ms. Satter?
MS. SATTER: Thank you
CROSS EXAM NATI ON

BY MS. SATTER:

Q Good afternoon, M. MCarthy.

A Good afternoon.

Q | have a few questions for you. | woul d
like to start with questions about a possible
cutover, and let's first define what we mean by
cutover. \When you use that term do you mean the
transition fromthe Verizon | egacy systemto a
Frontier system operating system that is?

A | am just trying to understand the context
of the question. So it's around operational support
systems that we are making the cutover.

Q Yes.

A So the only cutover that we are happening
at this point is in West Virginia.

Q Okay, wait a m nute. | am asking you if
you can just define what we mean by cutover.

A So what | mean by cutover is moving -- in

this context is moving from one operational support
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system to anot her.

Q Okay. And you said that that's happening
in West Virginia at the time of closing?

A That's correct.

Q And is that cutover fromthe same operating
systemthat's being provided to the other former
Verizon states?

A No, if it was, we wouldn't be cutting over
at this point. That's a separate system

Q So the challenges that you face in West
Virginia would not necessarily be the same as the
chal l enges you would face in other states?

A Correct. We are not cutting over any other
states at this point.

Q Okay. Now, have you indicated that
Frontier plans to cutover from Verizon's | egacy
systemto Frontier's existing systemin two to three
years?

A We at this point don't have a plan on the
exact time frame. We absolutely do plan over a
horizon of moving to a single platform But t hat

pl an and the time frames are not conpleted at this
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poi nt .

Q So it mght be three years, it m ght be
four years?

A It could be five years. The agreement on
t he mai ntenance, software maintenance, was agreed to
by the parties to give us that kind of runway to be
able to either decide that we want to do the cutover,
which | think we do but we haven't determ ned that
yet, or decide that we really do | ove the systens, as
M. Smth said when he was on the stand, and we
decide that's the systems we want to stay with. So
our plans are to close, to focus on service, to
really get intimately famliar with them and deci de
whet her or not we really want them and whet her or not
t hat woul d change our opinion on cutting over to our
own systems over an extended period of time.

Q Do you believe that that five-year
mai nt enance period agreenment provides you with the
period of time you need to make that assessment?

A | think it does.

Q Do you know whet her Frontier plans to

stagger its cutovers in various states or whether it
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woul d do a cutover for all the Spinco states at the
same time?

A If we did do it, | believe our plan would
absolutely be to do it on a separate basis.

Q State by state?

A State by state or a cluster of two or three
states or one or two states. It would just depend
upon the pl an.

Q Do you have any idea where Illinois would
be in that order?

A | don't, simply because we have not really
decided. We are going to take the first year at a
mninmnumto sit and use the systens and really, you
know, figure out whether or not they are systens we
want to stay on or do the cutover.

Q G ven that Illinois has an existing
Frontier service territory, if you were to go to a
Frontier operating system would that involve
integrating the former Verizon territories with the
currently existing Frontier territories in ternms of
operations?

A Well, first off, the existing territories
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in lllinois operate on our |egacy platform system

Q By | egacy, your Frontier platforn®

A Correct. So we operate those hundred
t housand access |lines on that platform today. It is
providing service. W don't see any need to change
anything with that. Over time we absolutely | ook to
i ntegrate the properties nmore from an engi neering
perspective and network perspective, trying to take
advant age of synergies in transport and the network
around the state, but not necessarily -- | don't
think there is a definite correlation between the OSS
bet ween the two properties.

Q I f you moved the former Verizon properties
on to the Frontier OSS, then wouldn't you be using
the same system for all of your Illinois properties
at that point?

A Yes, we woul d.

Q So in that sense there is a correlation. I
mean, the former Verizon territories would then be on
the same system as the existing Frontier?

A Correct. | meant that there would be no

changes on the | egacy platfornms, our current markets.
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Q And during that integration there could be
effects on your existing territory, isn't that
correct? As you change, as you bring in several
times the number of |ines, several times the size of
the operation, into the existing platform isn't it
true that that could affect the services available to
t he existing customers?

A | don't know that it would affect the
services available to the existing customers. But
perhaps | don't recall the question. | don't see us
di sconti nui ng any services or changing any services
to existing customers.

Q Okay. | f there turn out to be problens
with the cutovers as there were in the Hawaii and the
New Engl and situation, would all of the Frontier
customers using that conmmon OSS be affected

potentially?

A Well, first off, this is not -- and just to
make sure | say this now and I will try not to say it
again -- it is not really Hawaii or FairPoint sinmly

because it is not a new system So the systemthat

we are tal king about cutting over is the same system
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that is being used to serve customers in Illinois
t oday.

Now, would we -- | think to your point
before, if you were to engineer a plan to do a
cutover in a staggered basis, the first part of any
cutover is doing the extensive mapping of all the
information from one systemto another. We would do
that in a state or a series of smaller states where
we could actually get that down to the point where we
don't anticipate any problenms at all. And only after
we have proven through the ability to make that
cutover effectively, would we then start to nove
t hrough some of the |arger states.

Q So Illinois is one of your -- will be one
of your larger states after this acquisition?

A Yes, it wll.

Q Okay. And so then you woul d expect
Illinois to go through a transition, assum ng the
Frontier decides to do that, they would go through
the transition later in the cycle, after the smaller
states were done?

A Again, that's maybe saying that from a pl an
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perspective | think that makes the nost sense. But

what time that would be in the cycle, | don't know at
t his point.

Q In connection with the $94 mllion for the
mai nt enance of the software, | know Frontier has
estimated that it will achieve $500 mllion in
syner gi es. Does that $500 million incorporate the
payment of that 94 mllion? |In other words, is it a
net of the 94 mllion?

A No, the 94 mlIlion could be in and apart of
the 94 mllion, could be in it because as you

probably know, as you have | ooked at the software
agreement, we can modify it. W can take the source
code, we can do a nunmber of things, they have given
us a lot of flexibility, and we would achi eve some of
t hose savings by doing that. But there is certainly
a nunber of other areas that contribute to the $500
mllion in savings.

Q So there is an assunption that that $94
mllion will be whittled down as Frontier takes
services in house?

A Well, the assunmption that if we moved our
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own platfornms off these over a period of time, then
the $94 mllion would di sappear.

Q And is the $500 mlIlion based on that
assunption?

A No, | think that the $500 mIli on,
certainly there is IT savings, whether it again is a
modi fication to the software agreenent so you get a
portion of the savings, the 500 mllion also includes
| ease costs that are currently happening from Veri zon
being allocated to the properties, any nunber of
di fferent things, not just purely based upon the IT.

Q Okay. So the $500 mllion could be either
with or wi thout, there is no --

A Or a portion of.

Q Now, in your exhibit Frontier Corrected
Exhibit 8.4, there is a Condition 3 related to OSS
changes. And in that condition, the last three
lines, you talk about an Operations Support System
| ntegration Plan. And so is it Frontier's
expectation that Frontier will create an OSS
integration plan for Illinois?

A If we decide that we are going to cutover
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to your point, we absolutely will. And as this
condition lays out, we would submt it as well as our
entire plan to the chief engineer of the Comm ssion's
tel ecommuni cation division for approval.

Q Woul d you also informthe ICC if you chose
to remain on the Verizon | egacy 0OSS?

A Oh, | would be happy to do that.

Q Okay. Now, the itenms that are specified in
this Condition 3, you believe are inportant, that is
problems that occurred in the integration process and
other jurisdictions and what has been done to avert
t hose problems in Illinois, you agree those are
i mportant items to include in any plan that you
submt to the |ICC?

A Yes. Just to be clear, we have done many
di fferent conversions over the | ast several years.

We have not had problenms with them But we are
agreeing conmpletely with the conditions to submt
this to the Comm ssion here.

Q And these issues would arise regardl ess of
when that transition occurs, assum ng, of course,

t hat you make the decision to transition to Frontier
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OSS, right?

A Yes, and | do believe that the decision --
if we decide that we are not going to, we will make
t hat decision and that will be pretty easy, | will be
able to tell the Comm ssion that. |If we decide to
move forward with that, | think it will be in the
first three years.

Q What if it is in the fourth year?

A | certainly would be open up in providing
t he pl an. | know that's what the condition says, but
that is certainly the spirit of what we are agreeing
to, is that we would provide a plan to the chief
engi neer.

Q So then would you agree that you woul d
provide this information to the Comm ssion even if it
is beyond the three-year period that's specified in
the condition?

A Well, again, | think the decision -- the

reason we had gone with three years, accepting that,

was that we think we will make the decisions -- |
think it will be, quite frankly, a nmoot point. We
wi Il make the decision during that time period.
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Q So that three years was based on an
assunption that the decision will be made in three
years?

A Yes, but | think it is a pretty good
assunption

Q And if, as it turns out, the decision is
made after three years, then there is -- you would
still provide the information contained in the
condition?

A Yes.

Q Okay. So really the three-year limtation
i's not necessary?

A Well, again, the three years was really
around what we thought the decision time frame would
be.

Q Okay. So at this point you would agree to
provide the information in Condition 3 even after the

three years, correct?

A Yes. However, | am pretty sure that it
will be within the three years.

Q And if Verizon -- excuse me, if Frontier
decides to retain the Verizon system you will inform
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t he Comm ssion of that as well?

A Yes, | will.

Q Now, | wanted to ask you sonme questions
about the broadband comm tment that you have made
today. When we say broadband, do we mean DSL, in
ot her words, wireline internet access?

A That's correct.

Q Now, you are, of course, aware that Verizon
currently uses its wireless systemto provide high
speed internet access to its customers, right?

A | certainly know that that service is
avai l able to the customer base, yes.

Q Do you know what portion of Verizon's
househol ds have only the wireless internet service
available to them in other words, that have w reless
internet service but not DSL?

A Could you say that one more time? | guess
| ama little unsure.

Q Do you know how many, what percentage, of
the Verizon territory's househol ds have wirel ess
internet available to them but do not have DSL

avail able to them from Veri zon?
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A Yeah, probably I think I can answer you,
maybe just the inverse so | don't do the math
i ncorrectly. My understanding is that in meeting the
statutory requirement in the North property, that
they are at, | believe, 82 percent, 83 percent that
have availability for the DSL and in the South it is
significantly | ower. It is, | believe, under 40
percent .

Q So you believe that nore than 80 percent of
t he Verizon househol ds have DSL avail able to thenf

MR. SAVI LLE: Obj ection.

MS. SATTER: | am asking the question. | mean,
| haven't restated his answer. | am aski ng.

JUDGE TAPI A: Is there an objection?

MR. SAVI LLE: Il will withdraw my objection

JUDGE TAPI A: Thank you.

A My testimony and my understanding is that,
at the last point | checked, it was approximtely 60
percent of the househol ds, not necessarily the
customers, which | guess is the statutory definition,
but from a household perspective | believe it is 59.1

percent .
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Q And Frontier is planning to offer 85
percent of the households in its service territory
DSL~?

A That's correct. And that's exactly what --
when | represented the 87 percent, that's apples to
appl es on that. That's how we -- 87 percent is of
househol ds in our |egacy properties.

Q Are you tal king about in Frontier's current
territory?

A Yes.

Q What about -- but in Verizon's current
territory, the percentage of househol ds that have DSL
avai l able is the 59 percent?

A 59.1 percent.

Q So in order to get from 59.1 percent to 85
percent, Frontier will have to make investments in
the Illinois former Verizon areas?

A That's correct, that's the $50 mllion that
| referenced this morning.

Q Okay. And you expect that $50 mllion to
be spent over the next three years?

A It was funded into 13, so probably the
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first six months is planning and design and then it
woul d go full steam fromthen, with the exception of
t he Sout h. We will begin with the South right away,

hit our 24-nmonth note.

Q So you will be devel oping a plan for
I1linois...

A Yes.

Q ..to do that?

A Yes.

Q And will that plan be available to the

I1'linois Commerce Comm ssion and to interested
parties?

A As we are developing a plan, | will be
happy to share that with the Staff and the
Comm ssi on.

Q And woul d that plan enable the Staff or
ot her parties to understand the capital needs and --
the capital needs of the plan?

A Yes.

Q And its progress?

A Yes.

Q Now, | ook at the Condition 6 relating to
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br oadband depl oyment in your exhibit Frontier
Corrected Exhibit 8.4. This condition does not
address the plan that you and | just tal ked about for
i ncreasing service from 59 percent to 85 percent in
the entire former Verizon territory, right?

A This condition was very specific to Verizon
South. So the comm tment that | made this norning
was in addition to this comm tnent.

Q Okay. So to the extent that you file a
pl an when you create the plan, then that would inform
t he Comm ssion of when they could expect the former
Verizon South territory to reach the 80 percent and
up?

A Certainly I think it would be, just purely
froma practical perspective and how it would be
executed, you would see that percentage increase over
t he two-year period. It wouldn't be at the end of
the two years. We would be investing and turning up
network el ements throughout the period.

Q In connection with Condition 1 that you
tal ked about this morning, is it your understanding

that Condition 1 is not a dividend prohibition?
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A | am not sure what you mean by prohibition.

Q | f the Company does not meet all the
service quality standards contained in this
condition, will Frontier be prevented from i ssuing
any dividends at all?

A Di vidends fromthe subsidiary to the

parent, is that what you mean?
Q Yes.
A My understandi ng, and |I know there was a

great deal of discussion, perhaps confusion this
mor ni ng, was this applied to the jurisdictional |evel
or the intraLATA services. | didn't say it very well
this nmorning perhaps, but that's nmy understandi ng.
Now, however, | understand that this is a condition
t hat has been in many cases recently. So we are open
to working with Staff to make sure that we are
compl etely aligned on what or if there were any
changes to that understanding that | just |aid out.
Q So as of now, you haven't -- you have not
di scussed with Staff how to identify resources that
are, quote, not essentially or directly connected

with the provision of non-conpetitive
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tel ecommuni cati ons service?

A Ri ght . | think that the way | just laid it
out, meaning the commtment, is my understandi ng of
it.

Q Do you know if any of the other mergers

with this condition resulted in the application of
this restriction?

A | do not know, but my understanding -- and
we tried to verify this -- that this condition has
not been invoked because people have met the
condi tions of the Comm ssion order. But | don't know
t hat .

Q So nmoney that is not essential to
non-conpetitive service would include nmoney t hat
m ght be associated with DSL investment, right?

A Correct.

Q So if service quality problens |led to the
application of this condition, then isn't it true
t hat the money that was set aside for DSL investnment
could be used for a dividend payment to the parent?

A | am not sure | follow.

Q If this condition were invoked...
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A Yes.

Q .. because of service quality problens...

A Correct.

Q ..and Frontier Illinois issued a dividend
to its parent, could they take that from the noney
t hat had been budgeted for DSL expansi on?

A We don't -- obviously, when we develop the
capital plan, we are not thinking about whether or
not there is a dividend restriction because we don't
have any. Movi ng any cash from one place to the
other, we think of a capital plan that is really
designed to execute our business strategy. Our
busi ness strategy is very aligned, | think, with the
people of Illinois on this and that is that we are
going to extend broadband. So | don't see a |linkage
between the two and | am just maybe m ssing the point
bei ng made.

Q Okay. So that you would expect that your
investment in DSL under the plan that you are going
to be creating would not be affected by Condition 1?

A My ability to execute nmy commtment, is

t hat what you are saying?
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Q Yeah.

A No, | don't think so. First of all, |
don't think we are going to m ss the standards.
will say that. And two -- | hope not. And then two,
we are commtted to doing this because this is
i mportant to us in conpeting and garnering custonmers
back. It is not purely on making a comm tment just
to put an 85 percent figure on paper. As far as
regul atory, this is actually how we are going to
execute and drive results of business.

Q So the DSL investment in your mnd is Kkind
of protective in that it is going to go forward
irrespective of the other operations or other
condi tions such as Condition 1?

A Yeah, the broadband plan is going to be
essential for us in conpeting in those areas where
t oday Verizon does not cover those households. So we
will be starting to do that investment right out of
the gate as soon as we finish devel oping the plans
and sharing it with the Conm ssion and Staff.

Q Do you have any idea how long it will take

to prepare the plan?
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A Probably the initial part of the plan wil

-- we are putting together the teams to be ready to

do that, but it will probably take several months and
that will highlight probably the first series of
exchange in wire centers that we will enable, and
then we will devel op and fine tune the plan as we go
forward. But you will see probably the initial plan

associ ated with probably the first year of
devel opment .

Q So it will take a few nmonths to prepare the
initial plan that will then cover your first year of
i nvest ment ?

A Right. And as a practical matter, if we
were to close at the end of the second quarter, which
is what we have said, as you know, the weather in
I11inois can prohibit construction in certain parts
of the year, | anticipate that to serve a number of
the wire centers will require us to upgrade some of
the interoffice facilities, and as a result the
winter may intervene and change the schedule a
little. But that's the plan right now.

Q | wanted to ask you some questions about
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Condition 7 related to retail pricing. Now, you
agree the original Staff proposal was to freeze or
cap conpetitive and non-conpetitive services, right?

A Correct.

Q And | don't know whether it was you
i ndi vidually but Frontier indicated that they wanted
to renmove the conpetitive services fromthat
condition, right?

A Correct.

Q And by removing the conpetitive services
fromthat condition, can you summari ze for me which
services you had in m nd?

A Well, primarily we were thinking higher end
busi ness services that there could be conpetition for
br oadband services, any of the services that the
conpetitive marketplace is really driving what the
price points would have been for those products.

Q | am just wondering if you know which
services those are?

A | think those are certainly the higher end
services, could be measuring interconnect, could be

DS1, DS3, ATM services, PRlIs, any number of the
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hi gher end services as well as the broadband product.

Q Do you know whet her Frontier has any pl ans
to change the classification of any services, any
| ocal exchange services?

A No. At this point we have no plans. W
are going to come in and adopt everything the way it
is today.

Q So you have no plans to change a
classification from non-conpetitive to conpetitive?

A Correct.

Q Now, a service |ike voice mail, that is --
do you know whet her that would be subject to this
cap?

A Voice mail, | amnot sure if it is
considered a class of service. If it is, | think
t hat woul d be under the cap.

Q And what about DSL?

A No.
Q How about | ong di stance?
A | do not believe that |ong distance was

under the cap.

Q Okay. And do you know whet her Veri zon
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offers a bundle of |ocal service and DSL service?
A | am sure they do in the areas where they
actually have DSL.
Q And if there were -- do you know whet her

t hey have any bundling di scounts?

A | am not privy to their bundled discounts
as such.
Q | am assum ng that your people in Illinois,

| would i mgine, would investigate that as they take
over the Illinois area, correct?

A | am sure.

Q And would it be your intention to retain
t hose discounts if customers then go to Frontier for
DSL~?

A We have no plans to change any of the
prices on bundl es as we take over.

Q Do you have any plans to change the DSL
price?

A Not at this point we don't. And the
mar ket, because it is a conpetitive product many
times sets what the price point will be, whether

Frontier or Verizon likes it or not.
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Q And the competitor for broadband will be
cabl e conpani es?

A Generally speaking, yes.

Q Now, generally speaking, do you know
whet her the Frontier price for DSL is higher or | ower
t han the Verizon price, at least in Illinois?

A | assume it is a little bit higher.

Q But you don't have plans to raise the DSL
price in the new Frontier areas to the existing
Frontier DSL price?

A Certainly not on the LEXY customers.

t hink we do have plans to make special offers
avai | able. For instance, we have made offers
avai |l abl e where people could take PCs, get free PCs
as part of our program

Q And that m ght have a higher --

A That m ght have a higher price.

Q Is there a period of time that you can
commt to not raising the prices for the DSL service
in the former Verizon territories?

A Again, | don't think we feel that we need

to commt to stabilizing that price because the
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mar ket is very conpetitive for it at this point.

Q But if the cable price for internet access
is higher than the Verizon price, then that woul dn't
necessarily put downward pressure on your price,
would it?

A Coul d you say that one nmore time?

Q | said if the cable price for internet
access i s higher than the Verizon price for internet
access, that would not put downward pressure on the
price, would it?

A No, but it is -- as you |look at internet
service, it's been nmy experience that it is not only
a price decision but it could be a speed perspective
as well. So I think consumers make deci sions based
on that as well as custonmer service, reliability, any
number of things.

Q So notwi thstanding the Condition 7 rel ated
to retail pricing, there would be opportunities for
Frontier to increase prices to retail customers?

A On the broadband products?

Q On tel ecommuni cati on services.

A. Well, | think the condition is that we
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woul d cap all regul ated non-conpetitive services, SO
we woul dn't do that from a practical matter. You
woul d have to come in, if you wanted to change that,
for a rate case which |I don't have any plans on doing
at this point. And on the non-competitive | think
conpetition will dictate what the price is in the

mar ket .

Q And that can be up or down?

>

It could be up or down.

Q Sitting here today you can't say?

A | wish it was more up than down, but
unfortunately it is more down than up

Q You said it is more down than up. \What
services are you expecting will be pressured
downwar d?

A | think we see pressure on broadband prices
across the country. So | would expect that
competition will remain fierce in that market.

Q So that's what you are referring to there?

A That and | think also |long distance is
certainly a product, because of internet protocol,

has a fairly declining price point market.
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Q Now, in your testimony you talk about --
you respond to intervenor's testimny about the risks
contained in the S4 disclosure. And specifically you
say -- and this is in your rebuttal testimny on page
54 but I will just tell you what it is, you can go
t here or not.

A Okay.

Q You say the risk factors, in quotes,
"represents general recital of potential negative
events and are intended to provide | egal protection
for investors and to the conmpany whose securities are
publicly traded. Sai d disclosures are not intended
to suggest that the risks are |ikely outconmes.” And
you al so say in your rebuttal testimny that
i nvestors consider these risks but approve the
transacti on anyway.

So do you agree or is it true that
there is a risk that the Frontier management w || be
required to devote a significant anmount of time and
attention to integrating the operations of Frontier's
busi ness and the Spinco business?

A Whi ch part of the testimny should | | ook
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for?

Q These are in your S4 and you had said in
your testinony nore generally that these risk factors
are general recitals. But | want to talk to you
about a few of themin particular.

A Okay. Let me just get the S4 out.

Q Okay.

A | think I amthere.

Q Okay. So one of the risk factors was that
Frontier managenment will be required to devote a
significant amount of time and attention to the
process of integrating the operations of Frontier's
busi ness and the Spinco business.

Woul d you agree that managenment wil
have to devote a significant amount of time and
attention to that integration?

A Certainly. W thought we had a full time
team that is devoted around -- management will and is
devoted to contenplating integration. | don't think
that that is a significant risk towards transaction
at this point. Because - -

Q But it says --
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A Okay, | am sorry. | didn't mean to
interrupt your question.

Q But it is a fact that they are going to be
required to devote attention to the integration?

A Absol utely. As all these risks that are
hi ghlighted, there is no probability that if any of
these risks would cause an issue. This is a genera
recital of risks. And | would add that just about if
you | ooked at any public document for either a tender
offer, a 10K, anything where there is a merger
happeni ng, you would find the same exact or sim|lar,
| should say, recitals, whether it was AT&T tal king
about integrating SBC or it could have been W nd
Stream t al ki ng about someone else. These are general
recitals to provide protection in a litigious
society.

Q Then is it up to the reader to assess the
significance of these disclosures?

A | think it is up to the reader to review
them wunderstand that this is meant to be a spectrum
of potential risks with no assignment of probability.

And that, you know, | think our sharehol ders have
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done that at this point and that was the conmment
about approving the transaction.

Q And as regul ators, regulators are also in a
position to review these risks and assess them 1isn't
that right?

A They certainly are. As | said, | |ook at
it in the context of the creation of a docunent,

t hough.

Q And when they assess those risks, woul dn't
they | ook at other situations that presented siml ar
risks and determne -- in assessing the probability
or the significance of the risk disclosed by
Frontier?

A | would assume that they were -- to be able
to -- | think what you are saying, to assess the
probability of outcome, they would have to make a
determ nation that whatever they were | ooking at was

sufficiently identical that the probability of

recurrence was high. But | don't think that's the
case with any of the recitals here. | think they
were meant just for what | descri bed.

Q So are you suggesting that there is a
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boi | erpl ate?

A No, | am suggesting that this is meant to
be full disclosure of all the potential risks wthout
assignment of any probability of outcone. It gives
protection to investors as well as to the conpany.

Q And the public has the right to assess
these risks and decide what to do according to their
assessnment of the risk; the public or the regul atory
comm ssion, let's say a regulatory comm ssion, has
the right to assess these risks as well?

A Certainly the regulatory comm ssion can
review any of the S4 documents.

Q And they have the obligation to review the
ri sks associated with this transaction, don't they?

A Yes.

Q Now, if these risks that are in the S4 turn
into reality, investors mght | ose noney if the val ue
of their stock declines, right?

A Potentially.

Q Or the amount they receive in dividends
m ght decline, is that right?

A Potentially.
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Q And if they choose to avoid the risks, then
t hey can sell their stock, correct?

A Or not vote for approval of the
transaction, which is what the docunment really was
about .

Q Well, let's say the approval goes through.

A VWhich it did.

Q And let's say the transaction goes through
a sharehol der can still sell the stock to avoid
future risks at any point in time, isn't that right?

A Of course they can sell the stock.

Q But if problems |ike those in New Engl and
or Hawaii develop in Illinois, Illinois consumers and
busi nesses would | ose vital telecomunication
services potentially, isn't that right?

A | don't know. | have not been intimtely
i nvol ved with whether a customer did not get a
service in Hawaii or in one of the New Engl and
states. And | would just say that obviously you made
this agreement, we just do not believe that this is
not the same as the FairPoint transaction. The deal

has been structured very differently to insure that
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the risks that ultimately led to the problens,

especially in New Engl and, the devel opnment of a brand

new operational support system 1is not a risk that
will be in this transaction. So | don't see it as
the same risk |evel

Q But in any event, sharehol ders can avoid
the risks by selling their stock, correct?

A They could sell their stock.

Q But Illinois residents can't avoid their
risk by leaving Illinois, can they?

A No, | assume they would not do that, that
is correct.

Q So they woul d have to, whatever problens
arise, they would have to deal with it, whether
t hrough the regul atory process or otherw se?

A | f your hypothesis is that there was a
problem at some point.

Q | have one nore set of questions | want to
ask you. Do you remember in the S4 there are two,
what are called, fairness opinions?

A Yes.

Q And is it true that Frontier engaged the
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Evercore Group and Citi Group Local Markets to
prepare a fairness letter, they each were to prepare
a fairness letter for Frontier?

A For Frontier's board of directors, yes.

Q And is the purpose of a fairness letter or
opinion to have a third party review the ternms of the
transaction to see whether the transaction is fair?

A And the value of the transaction is fair.

Q So it is whether the value of a transaction
is fair?

A Well, the value takes into account the
entire structure of the transaction.

Q And woul d you agree that both reports
relied on public information wi thout verifying the
public information, that they accepted Frontier's
statements about the transaction, that they accepted
that Frontier's projections about the transaction
wer e reasonabl e, that they accepted that Frontier's
projections of synergies were reasonably attainable,
and woul d you agree that they did not include any
i ndependent val uations or inspections of any of the
properties?
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MR. SAVI LLE: | am going to object. It is a
conpound question with multiple parts.

BY MS. SATTER: We can go through them one by
one.

Q Woul d you agree that the reports relied on
public information without verification?

MR. SAVI LLE: | would also just object to the
gquesti on. If M. MCarthy could maybe | ook at those
particul ar fairness opinions.

Q They are B, Attachment B.

A To the proxy?

Q Yes.

A Let me just turn to it.
Q Do you have it?

A Yes.

Q So do the opinion letters say they relied
on public information?

A It says they reviewed certain publicly
avai | abl e business and financial information.

Q And does it go on that they did not verify
t hat information?

A Which letter are you | ooking at?
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Q The Evercore. | believe it is the third
par agraph, second sentence.

A Somehow ny sheets got --

Q Okay. Now, | et me ask you this, maybe this
will short circuit it a little bit. The S4 was
attached to one of your pieces of testinmony, is that
right?

A Yes.

Q And the opinion letters were included in
the S4 that you submtted to the record?

A That's correct.

Q Okay. Then | think I don't need to go
t hrough it because the letters themselves are in the
record.

So what | wanted to ask you instead
was, is it true that both Citi Group and Evercore
made an oral presentation to the Frontier board on
May 12, 2009, does that sound right?

A Yes. The Citi Group and Evercore act as
our financial advisors so, yes, they did do a
fairness opinion which you have just discussed, but

they were intimately involved in the transaction
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anal ysi s.

Q And Citi Group's eng

in May of 2009, is that right?

page

57 of the S4.
A Okay, | am at 57.

Q And do you recall wh

engagenent began? |If you | ook

Citi

2009.

Group, Gl obal Market City

agement began sonmeti me

You could | ook at

en Citi Group'

S

on page 57, Opinion of

was retained in May

So is that correct, that's when they were

retained to provide you with the opinion letter?

A If it is in the prox

correct, May 2009.

pay Citi

opi ni

| do

upon

Citi

Q And do you remenber

on letter?
A. | was not involved i

realize that that was the

Q And that Citi Group received $4 mllion

delivery of the letter?

A. Yes.

y, | am sure that's

t hat Fronti er

Group $18 mllion plus expenses for

n that negoti ation,

anount .

agreed to

the

but

Q And that the bal ance would only be paid to

Group upon the successfu

compl eti on of

t he
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transacti
A

negoti ati

customary

Q

upon conpl etion of

on?

Again, | was not

ons.

in those kind of

That

i nvol ved in

t he

My understanding that's usual

a substanti al

the transacti on,

portion of

transacti ons.

and

money is paid

you are saying

that's usual and customary?

A That's my under st anding.

Q And do you al so understand that at
Frontier's discretion the total fee to Citi Group
could be increased to 19 mllion?

A Again, | was not involved in negotiations
on that.

Q So you don't know under what circumstances
Citi Group would get an additional $5 mllion?

A | do not.

Q Okay. And do you al so understand that
Evercore was also paid $18 mlIlion plus expenses for

the opinion letter?

A

advi sors.

Q

Yes,

Okay.

we had two different

And,

agai n,

i ke Citi

financi al

Group,

the
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Evercore group would receive $14 mllion upon
successful conpletion of the transaction, correct?
A Correct.

Q And, again, at Frontier's discretion the

Evercore fee could be increased by $5 mllion to $19
mllion, right?
A Again, | was not involved in those

negoti ati ons, so.

Q And the report that these figures paid for

was a four-page letter, is that right, from each
conmpany?
A The fairness letter, yes.

Q Four pages. So --

A But | would just say that the analysis that
t hey have to do to provide that four-page letter is
fairly extensive, so. And they obviously
accomplished that with different evaluation metrics
and how the business -- you know, whether it is just
going to cash flow, whether there are conparables to
mar ket transactions, to arrive at fairness opinions
that ultimately were those four pages.

Q And do you agree that each conpany has a
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financial interest in the transaction going through
based on the structure of the conmpensation?

A Well, they certainly do. However, it is
one fairness opinion, one transaction. Both entities
are fairly large banking entities that really have
many, many different activities going on at any
single time. So | agree with you they do have an
incentive for it to be able to go through, but |
don't think that they would in anyway -- | don't know
if you are trying to say that the letters were
provided in a way that was not above board or -- |
mean, certainly they would not stake the reputations

of Citibank and Evercore on those two fairness

st udi es.

Q Because are you suggesting that to these
companies $18 mllion is not a significant amount of
money?

A No, | am sure it is significant, but not in
the context of billions of dollars for a conmpany.

Q Now, these conpani es get paid when a

transaction closes, right?

A. Correct.
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Q So if the transaction -- if the dea
ultimately turns out badly, like the FairPoint, let's
say it does end in a bankruptcy situation, these
bankers have already been paid, isn't that right?

A | would assume that they would have been
pai d. | don't accept the prem se that we are going
to wind up in a bankruptcy, but.

Q | am not asking you to accept that prem se.
| understand that you are not going to accept that
prem se. But that would not affect these bankers'’
compensati on?

A Again, | was not involved in the
negoti ations. There may be a provision that people
can go to, but | have not been involved in it.

Q Do you know how much FairPoint paid for its
fairness opinion?

A No, | don't.

Q Okay. Now, the total amount that was paid

to these bankers for the four-page letter was $36

mllion, right?
A In total.
Q Now, do you have any idea how many peopl e
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could receive DSL service for $36 mllion in
I11inois?

A Wel |, based on our model, | assume it would
be somewhere in the order of 100,000 or so,
potentially.

Q But this 36 mllion is not being paid out

over time, is it? It is being paid out at closing,

correct?

A Correct, and we are not | ooking to recover
any of those costs fromcustomers in Illinois.

MS. SATTER: Okay. If I can just have a
m nute, | think I am done.

(Pause.)
Okay, thank you
JUDGE TAPI A: Thank you, Ms. Satter.
M. Saville, any redirect?
MR. SAVILLE: Yes, Your Honor, but could I ask
that we could take a short break first?
JUDGE TAPI A: Oh, absolutely. Ten m nutes.
(Wher eupon the hearing was in a
short recess.)

JUDGE TAPI A: We are back in session and
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M. MCarthy is on the stand. This is Verizon --
actually a Frontier witness. Handing it over to
M. Saville for redirect.
MR. SAVI LLE: Your Honor, we do not have any
redirect.
JUDGE TAPI A: Okay. Thank you, M. Saville.
Then are we ready to excuse M. MCarthy? Thank you,
M. McCarthy.
(W tness excused.)
JUDGE TAPI A: | am handing it over to the Staff
attorneys.
MR. HARVEY: Thank you, Your Honor. We will
call Dr. Qn Liu first.
JUDGE TAPI A: Dr. Liu, if you could stand and
hold up your right hand?
(Whereupon the witness was duly
sworn by Judge Tapia.)
JUDGE TAPI A: Thank you. Pl ease be seat ed.
Whenever you are ready, M. Harvey.

MR. HARVEY: Thank you, Your Honor.
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DR. QN LIU
called as a witness on behalf of Staff of the
II'1inois Commerce Conmm ssion, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR. HARVEY:

Q Dr. Liu, could you please state your nane
and spell it for the record.

A QI-N L-1I-U.

Q And, Dr. Liu, could you also speak into the
m crophone?

A Sorry.

Q And could you state the manner in which you
are empl oyed?

A | am empl oyed by Illinois Commerce
Comm ssion, Tel ecommunications Division.

Q Have you filed direct testinmony in this
proceedi ng?

A Yes.

Q s your direct testinony a document that
has been marked for identification as Staff Exhibit

Number 4.07?
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A Yes.

Q Does it consist of 13 pages of text in
guesti on and answer formt?

A Yes.

Q Was it prepared by you or at your
direction?

A Yes.

Q If I were to ask you the questions
contained in Staff Exhibit Number 4.0, would your
answers be the same as they were when you submtted
it on October 20, 20097?

A Yes, except Staff has altered its
recommendati on regarding the whol esal e agreenent
extensi on.

Q Woul d that be reflected in --

A In Staff response to Conpany data request.

Q Okay. If I could move on to your rebutta
testinmony, did you in fact submt rebuttal testimony
in these proceedi ngs?

A. Yes.

Q And has that been marked for identification

as Staff Exhibit 10.07?
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A Yes.

Q And does that consist of 21 pages of text
in question and answer format?

A Yes.

Q And was that prepared by you or at your
direction?

A Yes.

Q If I were to ask you the questions
contained in Staff Exhibit 10.0, would your answers
be the same, subject, of course, to any nodifications
made to the Staff position by the Staff
recommendations for conditions by those reflected in
the Frontier Corrected Exhibit 8.4 and 8. 4A?

A That is correct.

MR. HARVEY: Thank you, Dr. Liu. At this point
| move for the adm ssion of Staff exhibit -- oh, and
one other question with respect to each of these
exhi bits.

Q These are both -- you have prepared and
subm tted each of these in both proprietary and
public form correct?

A. Yes.
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MR. HARVEY: W th that | move both Staff
Exhibit 4.0 and Staff Exhibit 10.0 into evidence and
tender Dr. Liu for cross.

JUDGE TAPI A: Thank you. s there any
objection to the adm ssion of 4.0 and 10.07?

M. Harvey, would that be ICC 4.0 or just 4.07

MR. HARVEY: | CC Staff Exhibit 4.0 and I CC
Staff Exhibit 10.0. | apol ogi ze, Your Honor.

JUDGE TAPI A:  Thank you. Any objection to the
adm ssion of those exhibits?

MR. MURPHY: No, Your Honor.

JUDGE TAPI A: Hearing no objection, Staff
Exhi bit Staff ICC 4.0 and 10.0 is admtted into
evi dence.

(Whereupon I CC Staff Exhibits
4.0 and 10.0 were adm tted into
evi dence.)

JUDGE TAPI A: Before | ask the attorneys, |
have a qui ck questi on. Dr. Liu, what is your title,
professional title, at the tel econmmunications
di vi sion?

THE W TNESS: Rat e anal yst.
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JUDGE TAPI A:  An anal yst?

THE W TNESS: Yes.

JUDGE TAPI A:  And what | evel ?

THE W TNESS: Three.

JUDGE TAPI A: Three. Thank you very much.
Ms. Satter?

CROSS EXAM NATI ON

BY MS. SATTER

Q Thank you. Good afternoon, Dr. Liu. I
only have questions about the advanced services
portions of your testinony. Now, on page 7 of your
direct testimny you provide the advanced service
coverage for Verizon North and Verizon South, and you
i ndicate that this informati on was provided in
response to a Staff data request DR 2.01?

A Yes.

Q Now, don't ILECs |ike Verizon North and
Verizon South report the availability of advanced
services to the Comm ssion on an annual basis?

A | believe they do, but in 2008 it was
provided on a conbi ned basis, not for the two

separate years.

557



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Okay. And did you | ook at that report?

A No.

Q Do you know whet her that report would
i ndi cate what portion of advanced services are
provi ded by DSL and what portion of advanced services
are provided over other technol ogi es?

A | do not specifically for 2008. But for
2007 | think the majority of the broadband services

is provided over DSL.

Q For Verizon North and Verizon South?
A Yes.
Q Did you |l ook at the reports to confirm
t hat ?
A | have a chief report of 2007 but not 2008.

Q And did that reveal the percentage that was
provi ded by wireless versus the percentage that was
provi ded by DSL?

A | did. A small percentage was provided by
mobile wireless. The majority of it was provided by
ADSL.

Q Do you have the percentages?

A. No, | don't have -- didn't cal cul ate that
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per cent age. | did not calculate that percentage.

Q Do you have the nunmber of |ines?

A | believe this should be confidenti al
information. These are not --

Q | am not asking you what they are. | am
asking you did you have the number of |ines provided
by each of these technol ogies?

A Yes.

Q Did you conpare the report, the 2007
report, to the data request response that you
received?

A Conmparing on what basis?

Q To see whether they were consistent?

A The data request response did not separate
t he technol ogy. It gave a nunber for broadband
depl oynment and did not provide a nunmber of the high
t echnol ogi es.

Q But did you check to see if the total was
consi stent?

A No.

Q Now, you asked Verizon to provide you with

additional information in this rebuttal testinmony,
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right?

A Yes, | asked themto provide, yes, for
what - -

Q What you wanted to know was whet her --

A Whi ch one are you referring to?

| am sorry?

> O

Whi ch one are you referring to?

Q We can go through them one by one. You
asked Verizon North and South, you asked Veri zon,
that's the party, to state whether the lines they
identified in the data request response met the
st andards of Section 13-517 for advanced services,
right?

A Yes.

Q And then you also asked themto break it
out between Verizon North and Verizon South? No, you
asked how they calculated it.

A Yes.

Q Now, in response did they tell you what
percent age or what portion of the |ines in the
Verizon North territory were provided over wireless
facilities?
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A No.

Q Did they tell you that for Verizon South?
A No.

Q Did you ask for it?

A No.

Q And did you check the 2007 report that the
Comm ssion had on file?

A | have the number.

Q Did you | ook at that in preparing your
testinony to determ ne --

A No.

Q Okay. Now, you understand that Verizon is
not transferring its wireless services to Frontier,
correct?

A Yes.

Q And so you understand that Frontier wil
not receive the facilities to provide wireless
internet service to its custonmers after closing?

A Yes.

Q So as a result do you understand that
Frontier will be able to provide advanced services to

fewer than 80 percent of its Verizon North customer
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base?
A.
Q

Fronti er

| am sorry, would you repeat?
Yeah. Do you understand that upon cl osing

will be able to offer advanced services to

fewer than 80 percent of its custoners?

A

Q

>

Q
A

| am not sure that is the case.

Do you know?

No, | am not sure that is the case.
Do you know one way or the other?

| believe based on 2008 informati on that we

don't have information to make that assessnent.

2007, even excluding wireless, Verizon North was

still at 80 percent.
Q Now, are you aware that the Frontier
wi t ness today indicated that DSL was avail able to 60
percent of the households in the Verizon territories?
A Yes, but Section 13-517 refer to custonmer.
Customer include residential customer as well as
busi ness custonmer. VWhen you refer household, I

suppose you mean residential customer.

Q

So is it your understanding that the -- so

how do you understand that the over 80 percent figure
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was arrived at?

A | believe it includes residential as well
as business customers, both.

Q Okay. And how do you account for the about
20 percent difference between the DSL availability
t hat Frontier mentioned today and the over 80 percent
t hat you are relying on?

A | don't know, but my best guess is probably
smal | business customers.

Q Okay. Now, do you understand that Frontier
has commtted to making DSL avail able to 85 percent
of the households in the former Verizon territory?

A That's what | heard.

Q Was this the first you heard of it, was

A Ei ghty-five percent of househol ds?

Q Yes.

A Yes.

Q And do you al so understand that Frontier
wi Il be developing a plan to reach that 85 percent
goal ?

A | haven't seen any plan yet.
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Q Woul d you like to see a plan when it is
devel oped by Frontier?

A Yes.

Q And would it be acceptable to you for
Frontier to provide that plan to you when it is
devel oped?

A Yes.

Q And so you would accept that wi thout
waiting for the 85 percent goal to be reached, is
that right?

A | am not sure | understand the question.
The goal and -- the plan to achieve the goal ?

Q Yes. You would like to receive the plan
before the end of the -- before the plan is carried
out ?

A Yes.

Q Okay. And would you like to receive
peri odi ¢ updates?

A Yes.

Q Now, the Verizon South territory you

requested Condition 6, that Frontier provide a report

when it conmplies -- when it meets the goal, is that
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right?
A | believe so.
Q And in that case you would not have

i nformati on about how Frontier would reach that goal

until the goal was met, isn't that right?
A Yes, | believe so.
Q So woul d you accept a filing prior to when

t he goal was met so that you can track the progress
t owards the goal ?

A | would not object to that.

Q I n devel oping the conditions in this, that
you recommend in your testinony, both for the
broadband and for the whol esale services, did Staff
work as a group to determ ne the conditions?

A What do you mean? The condition, whether
t here should be conditions?

Q No, whet her the Staff nmenmbers coordinated
in devel oping the conditions or whether it was the
recommendati on of an individual analyst.

MR. HARVEY: | think I will have to object to
t hat . That goes to the Staff's litigation strategy

and to matters discussed privately with counsel,
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quite frankly, and | don't think that's properly
somet hing that can be expl ored.

JUDGE TAPI A:  Any comment before | make my
ruling? Objection, sustained.

BY MS. SATTER

Q And you woul d agree that the ultimte goa
of your condition is to insure that in the Frontier
service territory at |east 80 percent of customers of
Frontier have advanced services available to them
fromthe | LEC?

A Yes.

MR. HARVEY: Just to be clear, we are talking
about the condition that has to do with this
particul ar area, | believe Condition 6.

JUDGE TAPI A: Ms. Satter, is that correct?

MS. SATTER: Well, let me restate the question.

JUDGE TAPI A: Okay.

BY MS. SATTER

Q | think the question was, is it Staff's
goal that at |east 80 percent of the customers in the
Frontier service territory have advanced services

avail able to them from Frontier?
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A You mean Frontier, the one they acquire it
from Verizon or --

Q Yeah, for the territory that's the subject
of this.

A The new Frontier existing operating
compani es are subject to Section 13-517, yes.

Q And so your goal is to insure that all of
Frontier's customers, that 80 percent of their
customers, have access to advanced services?

A Do you nean like in this proceedi ng or
general ly speaki ng.

Q In this proceedi ng?

A This proceeding, the information provided
by Frontier indicate that existing operating
conmpani es have met the requirement. So the focus is
on Verizon South, yes.

Q And you did not focus on Verizon North
because you didn't make a distinction between
wireless internet and DSL?

A Sorry? Could you repeat your question?

MS. SATTER: Never m nd. Never m nd. Okay. I

have no further questions.
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JUDGE TAPI A: | don't have anyone el se on ny
l[ist wishing to cross examne Dr. Liu. s there
anyone wi shing to cross examne Dr. Liu? Okay, then
we can excuse Dr. Liu?

MR. HARVEY: | think we have no redirect, Your
Honor. Thank you very much, Dr. Liu.

JUDGE TAPI A: Thank you, Dr. Liu.

(W tness excused.)

JUDGE TAPI A: Would you like to call the next
wi t ness?

MR. HARVEY: We will call with the Court's
| eave M. Sanuel S. McClerren. And just to be clear,
Your Honor, apparently nobody has any questions for
Ms. Phipps, so we will be submtting an affidavit in
support of her testinmony.

(Whereupon the witness was duly
sworn by Judge Tapia.)

JUDGE TAPI A: Thank you, M. MClerren. Make
yourself confortable. Whenever you are ready,

M . Harvey.
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SAMUEL S. McCLERREN

called as a witness on behal f

[1l1inois Commerce Conmm SsSion,

SWOr n,

of

Staff of the

havi ng been first duly

was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY MR. HARVEY:

Q M. MClerren, would you state your name,
pl ease, and spell it for the record.

A Yes, nmy name is Samuel S. MClerren,
spelled M-C-C-L-E-R-R-E-N.

Q And woul d you please state your enployer
and the manner of your enployment?

A | am an Engi neering Analyst IV in the
Engi neering Department, Tel ecom Engi neering
Department of the Tel econmuni cations Divi sion.

Q Now, you submtted direct testimony in this
proceedi ng, did you not?

A | did, yes.

Q And that has been marked as Staff Exhibit
Number 1.07

A Correct.

Q And did that consist of -- and your direct
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testinony marked as ICC Staff Exhibit 1.0 consists of
45 pages of text in question and answer format, does
it not?

A It does, yes.

Q And there are Attachnments 1, 2 and 3 to
your direct testinmny, are there not?

A That is true, yes.

Q And your direct testimny was prepared by
you or at your direction?

A It was, yes.

Q And if | were to ask you the questions
contained in Staff Exhibit Number 1.0, the answers
woul d be identical to those that you gave at the tinme
it was submtted, subject always to the conditions
t hat were the subject of, | guess, agreenent or
acceptance by the Company in Frontier Corrected
Exhi bit Number 8.4, correct?

A That woul d be correct, yes.

Q Thank you, M. MClerren. Turning now to
Staff Exhibit Nunber 7.0, that is your rebuttal
testinony in this proceeding, is it not?

A It is, yes.
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Q And that rebuttal testimny consists of 15
pages of text in question and answer format, does it
not ?

A It does, yes.

Q And attached to that is a revision to
Attachment 2 to your direct testimny that you nmade
to correct a calculation error pointed out by, |
believe it was, M. Erhart, correct?

A An entry error, yes, that is true.

Q And t hat was prepared by you or at your
direction?

A Yes.

Q And if | were to ask you those questions
your answers would be the same as they were on the
date when you submtted this testimony for filing?

A They woul d be the same, yes.

MR. HARVEY: W th that | will nove for the
adm ssion into evidence of Staff Exhibit 1.0 and 7.0
and tender the witness for cross exam nation, Your
Honor .

JUDGE TAPI A: Thank you. And, M. Harvey, just

for clarification, and the Attachments 1, 2 and 3?
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MR. HARVEY: 1, 2 and 3, and then to his
rebuttal testinony is Revised Attachment 2 which |
guess we should probably withdraw 2 to his direct and
submt Revised 2 instead.

JUDGE TAPI A: Okay. And attached to 7.0.

MR. HARVEY: So | guess to save the Court tinme
and trouble, we will not offer Attachment 2 to
M. MClerren's direct into evidence, but we wil
instead offer Revised Attachment 2 to his rebuttal.

JUDGE TAPI A:  All right. s there any
objection to the exhibits stated by M. Harvey?

MR. MURPHY: No, Your Honor.

JUDGE TAPI A: Thank you. Hearing no objection
the Direct Testinony of Sanmuel S. MClerren, |ICC
Staff Exhibit 1.0 and Attachments 1 and 3, and the
Rebuttal Testinmony of Samuel S. McClerren, |ICC Staff
Exhibit 7.0 and Revised Attachment 2 are admtted
into evidence.

(Whereupon ICC Staff Exhibit 1.0
with Attachments 1 and 3, and
| CC Staff Exhibit 7.0 with

Revi sed Attachment 2 were
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admtted into evidence.)
Thank you, M. Harvey. Ms. Satter? Or
woul d you |ike the Company to go first?
MR. MURPHY: | will go first, if that's okay.
JUDGE TAPI A: Okay. M. Murphy?
CROSS EXAM NATI ON

BY MR. MJURPHY:

Q M. MClerren, as you may know | am Joe
Mur phy. | am here representing Frontier
Communi cati ons Corporation. | have some hopefully

very short set of questions.
As | understand it, you are the case
manage for this docket, is that true?

A For Staff, yes, that is true.

Q And is one of your duties as a case manager
to make the overall recommendati ons on behalf of the
Staff?

A Yes.

Q And you have the authority to do that?

A Yes.

Q Have you seen Frontier Corrected Exhibit

8.47
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A | have, yes.

Q Do you have it there in front of you?

A | do.

Q And have you studied the changes that were
made between that exhibit and the 8.4 that was
originally attached to M. MCarthy's surrebutt al
testinony?

A | have reviewed the changes, yes.

Q Can you confirm for me that what 8.4
i mposed as a set of conditions, that in the Staff's
view if Conditions 1 through 7 in the reporting
requi rements, including the changes, were inmposed by
t he Comm ssion, then the Comm ssion could make the
findings required by 7-204(b) 1 through 7?

MS. SATTER: | would object, that calls for a
| egal concl usi on.

JUDGE TAPI A: M. Muirphy?

MR. MURPHY: Your Honor, | am actually relying
in the question | amraising here on the data
response that Staff gave to the Company this | ast
week. So | am actually parroting M. MClerren's

statement in that data response. | am merely trying
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to find out that it applies equally to the Frontier
Corrected Exhibit 8.4.

JUDGE TAPI A: Obj ection overrul ed.

A | will agree that this document as
corrected would bring Staff to the point of agreeing
with 7-204 acceptability, yes.

BY MR. MURPHY:

Q And would you al so agree that with Frontier
Corrected Exhibit 8.4, the conditions |listed there,
that Staff would not object to the approval of the
proposed transaction?

A Yes.

Q Were you here in the hearing roomthis
mor ni ng when Mr. MCarthy made the additional

comm tments regarding the expansi on of broadband in

the Verizon territories here in Illinois?
A. Yes, | was.
Q Does his comm t ment change your

recommendation in any way?
A It does not change it. It supports it, in
my opinion, and | would purely, as a matter of format

and | have not spoken to my attorneys about this, so
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| apol ogize, but | would --

MR. HARVEY: Likely it is your own initiative.

Q Let me give this a moment and | et the panic
come over himentirely. But | would suggest that
M. MCarthy's commtments this morning, and |
appreciate them froma procedural review, nonitoring
and followup basis, if it were attached or brought
into Condition 6 in this corrected exhibit, a year,
two to three years from now, everyone woul d
appreciate it, | guarantee you.

MR. MURPHY: And | will reiterate the Conpany's
comm tnment, the undertaking to file as a late-filed
exhibit, a document that will be entitled Frontier
Corrected Exhibit 8.4.A that will include this

morni ng's comm tment regardi ng broadband probably as

a new and separate comm t ment. Perhaps it will be 6A
just so it fits into the flow of the order. But we
will get that done pronptly after the hearings.

JUDGE TAPI A:  Thank you, M. Muirphy. Let the
record reflect that.
MR. MURPHY: | have no further cross for

M. MClerren.

576



10

11

12

13

14

15

16

17

18

19

20

21

22

JUDGE TAPI A: Thank you, M. Mirphy. Ms.
Satter?

MS. SATTER: Thank you

CROSS EXAM NATI ON

BY MS. SATTER

Q Good afternoon, M. MClerren.

A Good afternoon.

Q | wanted to ask you sonme questions about
Condi tion 3.

A Al'l right.

Q Now, that condition is for a period of
three years. Ils that how you understand it?
A That was the way it was drafted, yes.

Q And when you proposed this condition, did
you expect Frontier to move off the Verizon system
and cut over to another systemwi thin three years?

A It is certainly a possibility, and then for
t hat reason this condition came about.

Q | am sorry?

A For that reason this condition was
proposed, yes.

Q Okay. And do you understand that the
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cutover m ght happen within three years, but it m ght
al so happen nmore than three years from now?

A That is a possibility, yes.

Q And so you don't really know when the
cutover decision will be made, do you?

A No.

Q And you don't know when the cutover would
actually be made?

A No, | don't.

Q And neither does Frontier, as far as you
know, is that right?

A As far as | know.

Q So if the cutover occurs later than three
years from the closing, you would agree that it would
still be a major project?

A Definitely.

Q And there would be the same potential to
di srupt service that would exist if the cutover
occurred within three years?

A Yes.

Q So woul d you oppose renmoving the three-year

[imtation on when you would accept filings fromthe
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Conpany after three years?

MR. MURPHY: Excuse me, Your Honor. | would
like to interpose an objection here because to nmy ear
this is becomng very much like friendly cross where
the AGis inviting the Staff to i mprove their own
requests.

MS. SATTER: | wouldn't say it is friendly
cross, but we have sone problems with the three-year
period. W certainly do.

MR. MURPHY: And they have made no conment
about this in their testimny, and they are using
Staff to try to get Staff to inmprove upon its own
posi tions.

JUDGE TAPI A: The objection is overruled. You
may conti nue.

BY MS. SATTER

Q Let me ask the question one nore time,

t hough. Would Staff accept the reports requested in

Condition 3 after three years?

A We woul d certainly accept them | would
tend to not want to require approval. In my mnd we
have devel oped a set of -- an agreement, if you will.
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| would not want to interrupt that. But to the
extent the Conpany would like to offer us the
information that we ask for here, | believe it would
be very good for Staff to know what was happeni ng.

We could comunicate then to the separate services to
be prepared. Yes, yes, | would obviously like the
information even at a | ater date.

Q And so was the nature of the three years
part of an agreement that --

A It was a date that | originally devel oped
and | have not changed it, quite sinply, one way or
the other, and | am unconfortable changing it at this
moment .

Q But you agree that it would be beneficia
to the Comm ssion and to the public to get this
information even at the expiration of the three-year
period?

A The information would al ways be useful.
Any time Staff would know of major system upgrades,
it would be very useful for us.

MS. SATTER: Thank you

JUDGE TAPI A: | don't have anyone else on ny
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list for cross. Any redirect, M. Harvey?

MR. HARVEY: | don't believe we have any
redirect, Your Honor.

JUDGE TAPI A: Okay. Then, M. MClerren, you
are excused. Thank you very much.

(W tness excused.)

MR. HARVEY: Your Honor, there remains a
housekeepi ng matter that applies most particularly to
the Staff but to the other parties as well. We have
not officially offered those, the testinmony of those
wi t nesses upon whose -- well, whose appearance has
been wai ved and who are being supported by affidavit.
We are certainly prepared to do that on the record at
this time if that's your preference, and | suppose we
ought to. | am just asking you whether that would be
somet hing you would |ike us to do.

JUDGE TAPI A: Yes, why don't we do that? You
want to start for Staff? | amassum ng the other
parties have affidavits to tender.

MR. HARVEY: My coll eague Ms. Von Qualen is
going to do it.

MS. VON QUALEN: | at |l ast have a chance to
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speak on the record. Jan Von Qual en.

Staff moves for adm ssion into
evidence of I CC Staff Exhibit 3.0 and Attachnments 1,
2, 3, 4 and 5. This is the Direct Testinmony of
Rochel | e Phi pps which was filed on October 20, 2009.

Staff also nmoves for adm ssion into
evidence of ICC Staff Exhibit 9.0 which is the
Rebuttal Testinony of Rochell e Phipps which was filed
on e-Docket on December 14, 2009.

Staff is in the process of preparing
an affidavit for Ms. Phipps which will be filed on
e- Docket by the end of this week, and the affidavit
will be identified as ICC Staff Exhibit 9.0.

JUDGE TAPIA: 9.0 is rebuttal.

MS. VON QUALEN: | am sorry, 9.1

JUDGE TAPI A: |s there any objection to the
adm ssion of these exhibits that were stated by
Ms. Von Qual en? Hearing no objection, the Direct
Testi mony of Rochell e Phipps identified as I CC Staff
Exhi bit Number 3.0 and Attachnments 1, 2, 3, 4 and 5,
al so the Rebuttal Testimony of Rochell e Phipps

identified as ICC Staff Exhibit Nunmber 9.0, and the
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affidavit that will be marked as | CC Staff Exhibit
Number 9.1 are admtted into evidence.
(Whereupon I CC Staff Exhibit 3.0
with Attachments 1, 2, 3, 4, 5
and I CC Staff Exhibits 9.0 and
9.1 were admtted into
evi dence.)

MS. VON QUALEN: Thank you. Staff also noves
for adm ssion into evidence the direct testimny of
M ke Ostrander which has been identified as |ICC Staff
Exhibit 2.0 and was filed electronically on October
20, 2009.

Staff moves for adm ssion into
evi dence of the Rebuttal Testinmny of M ke Ostrander
which was identified as |ICC Staff Exhibit 8.0 and was
filed on e-Docket December 14, 2009.

And Staff noves for adm ssion into
evidence of the affidavit of M. Ostrander which was
identified as I1CC Staff Exhibit 8.1 and was filed on
e- Docket on January 14, 2010.

JUDGE TAPI A: Thank you. s there any

objection to adm ssion of those exhibits? Hearing no
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obj ection, the Direct Testinmony of M ke Ostrander
identified as I1CC Staff Exhibit Number 2.0, the
Rebuttal Testinony of M ke Ostrander identified as
| CC Staff Exhibit Number 8.0 and the affidavit
identified as I1CC Staff Exhibit Nunmber 8.1 are
admtted into evidence.

(Whereupon | CC Staff Exhibits

2.0, 8.0 and 8.1 were adm tted

into evidence.)

MS. VON QUALEN: Staff also noves for adm ssion
into evidence the Direct Testimny of Stacy Ross
whi ch has been identified as ICC Staff Exhibit 6.0
and was filed on e-Docket on October 20, 2009.

Staff moves for adm ssion into
evidence of the Rebuttal Testimony of Stacy Ross
whi ch was identified on e-Docket as | CC Staff Exhibit
12.0 and was filed on December 14, 2009.

And Staff noves for the adm ssion of
the affidavit of Ms. Ross which was identified as |ICC
Staff Exhibit 12.1 and was filed on e-Docket on
January 14, 2010.

JUDGE TAPI A: |s there any objection to the
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adm ssion of those exhibits? Hearing no objection,

the Direct Testinony of Stacy Ross identified as |ICC

Staff Exhibit Nunber 6.0, the Rebuttal Testimony of

Stacy Ross identified as I CC Staff Exhibit Number

12.0 and the affidavit identified as |ICC Staff

Exhi bit Number 12.1 are admtted into evidence.
(Whereupon | CC Staff Exhibits
6.0, 12.0 and 12.1 were admtted
into evidence.)

MS. VON QUALEN: Thank you, Your Honor.

JUDGE TAPI A: Counsel or, do you have --

MS. VON QUALEN: One nore. Staff noves for the
adm ssion into evidence of Karen Y. Chang, the Direct
Testinony of Karen Y. Chang identified as |ICC Staff
Exhibit 5.0. That was filed on e-Docket on October
20, 2009.

Staff moves for the adm ssion into
evidence of the Rebuttal Testimny of Karen Y. Chang
which was identified as ICC Staff Exhibit 11.0 filed
on e-Docket Decenmber 14, 2009.

And Staff noves for adm ssion into

evidence of I CC Staff Exhibit 11.1 which is the
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affidavit of Ms. Chang which was filed on e-Docket on
January 13, 2010.
JUDGE TAPI A: Thank you. s there any
objection to the adm ssion of those exhibits?
Hearing no objection, the Direct Testimony of Karen
Y. Chang identified as ICC Staff Exhibit Number 5.0,
t he Rebuttal Testinmony of Karen Y. Chang identified
as | CC Staff Exhibit Number 11.0 and the affidavit
identified as I1CC Staff Exhibit Number 11.1 are
admtted into evidence.
(Whereupon | CC Staff Exhibits
5.0, 11.0 and 11.1 were admtted
into evidence.)
MS. VON QUALEN: Thank you.
MR. HARVEY: Thank you, Your Honor.
JUDGE TAPI A:  \Who wants to go next?
M. Murphy?
MR. MURPHY: Your Honor, Frontier
Communi cati ons Corporation would nove for the
adm ssion of Frontier Exhibit 3.0 which is titled the
Rebuttal Testinmony of KimL. Czak which is spelled

C-Z-A-K, and in support of the adm ssion of that
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evi dence, Frontier would propose to admt Frontier
Exhibit 3.1 which is a declaration of KimL. Czak.
The rebuttal testinony was filed on Novenmber 13, the
decl aration was filed on January 15, each on the
Comm ssion's e-Docket system
JUDGE TAPI A:  Thank you, M. Murphy. Any
objection to the adm ssion of those exhibits?
MR. HARVEY: None from Staff, Your Honor.
JUDGE TAPI A: Thank you. Hearing no objection
t he Rebuttal Testimony of Kim L. Czak identified as
Frontier Exhibit Number 3.0 and al so the declaration
of KimL. Czak identified as Frontier Exhibit 3.1 are
admtted into evidence.
(Whereupon Frontier Exhibits 3.0
and 3.1 were admtted into
evi dence.)
MR. MURPHY: Thank you, Your Honor.
JUDGE TAPI A: Ms. Satter?
MS. SATTER: Thank you. | would |like to offer
into the record the Direct Testinony of Lee L.
Selwn. That is AG CUB Exhibit 1.0. A public and

unredacted version of that testinony was filed on
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e- Docket on January 11, 2010. Attached to Dr.
Selwyn's testinmony are Schedule LLS-1, LLS-2 and
LLS-3. Those schedules were filed on e-Docket on
Oct ober 20, 2009. There are both confidential and
non-confidential versions of LLS-2 and LLS-3.

The People would also like to offer
AG/ CUB Exhibit 2.0 that is the Rebuttal Testinmny of
Lee L. Selwyn filed on behalf of the People of the
State of Illinois and the Citizens Utility Board and
t hat was marked AG/ CUB Exhi bit 2.0. It was filed on
e- Docket on Decemnmber 14, 2009.

Dr. Selwyn has prepared an affidavit
verifying his statements in these documents and that
has been marked as AG/ CUB Exhibit 3.0. | believe
that is being filed on e-Docket today and, if not
today, it will be filed tomorrow. So |I would nove
for the adm ssion of these documents today.

JUDGE TAPI A: Thank you, Ms. Satter. Just for
clarification, AG/ CUB Exhibit 1.0 is his direct
testinony?

MS. SATTER: Yes.

JUDGE TAPI A: |s there any objection to the
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adm ssion of those two exhibits? Hearing no
obj ection, the Direct Testinmony of Lee L. Selwyn
identified as AG CUB Exhibit 1.0 along with the
attached Schedule LLS-1, Schedule LLS-2, Schedul e
LLS-3, also the Rebuttal Testinony of Lee L. Selwyn
identified as AG CUB Exhibit 2.0 and the affidavit
identified as AG CUB Exhibit 3.0 are admtted into
evi dence.
(Whereupon AG/ CUB Exhibits 1.0
wi th Schedul es LLS-1, LLS-2,
LLS-3, AG/ CUB Exhibits 2.0 and
3.0 were adm tted into
evi dence.)
MS. SATTER: Thank you
MR. RUBI N: | guess | will go next, Your Honor.
JUDGE TAPI A: Okay.
MR. RUBIN: Thank you. The International
Brot herhood of Electrical Wrkers would nmove into
evi dence the follow ng documents: | BEW Exhi bit 1.0,
the Direct Testimny and acconmpanyi ng schedul es of
Randy Barber, it was filed on e-Docket on October 20,

2009; I BEW Exhibit 2.0, the Direct Testimny and
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acconpanyi ng schedul es of Susan Bal dwin which was
also filed on e-Docket on October 20, 2009; |BEW
Exhibit 2.01, a brief errata to the direct testimony
and schedul es of Susan Bal dwin which was filed on
e- Docket on October 30, 2009; |BEW Exhibit 3.0, the
Rebuttal Testinmony of Randy Barber filed on e-Docket
Decenber 14, 2009; |IBEW Exhibit 4.0 with accompanyi ng
Exhi bits 4.1 through 4.5 which represent the Rebuttal
Testi mony and exhibits of Susan Baldwin filed on
e- Docket December 14, 2009. We prepared and filed an
affidavit for M. Barber that was | abel ed | BEW
Exhibit 5.0. That was filed on e-Docket on January
18, 2010. And a simlar affidavit from Ms. Bal dw n
was | abel ed | BEW Exhibit 6.0, also filed on e-Docket
on January 18, 2010.
May t hose documents be so identified

and admtted into the record.

JUDGE TAPI A: Thank you, M. Rubin. Any
objection to the adm ssion of those exhibits?

MR. HARVEY: None from Staff, Your Honor.

JUDGE TAPI A: Hearing no objection, |BEW

Exhibit 1.0 which is the Direct Testinony and
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schedul es of Randy Barber; | BEW Exhibit Nunmber 2.0
which is the Direct Testinony and schedul es of Susan
Bal dwi n, | BEW Exhi bit 2.01 which is errata to the
direct testimny and schedul es of Susan Bal dwi n; | BEW
Exhibit 3.0 which is the Rebuttal Testinony of Randy
Bar ber; | BEW Exhibit 4.0 which is the Rebuttal
Testi nmony of Susan Bal dwin and the attachments | BEW
Exhibit 4.1 through 4.5 are admtted into evidence.
Also the affidavits identified as IBEW5.0 and 6.0
are admtted into evidence.
(Wher eupon | BEW Exhi bits 1.0,
2.0, 2.01, 3.0, 4.0, 4.1 through
4.5, 5.0 and 6.0 were adm tted
into evidence.)
MR. RUBIN: Thank you, Your Honor.
JUDGE TAPI A: Do we have everything? Oh,
M. Mel ni kof f.

MR. MELNI KOFF: Thank you, Judge. | have a
document entitled Affidavit of Charles W King |
woul d |i ke marked as DoD/ FEA Exhibit 5. It is an
affidavit and declaration concerning DoD Exhibits

Number -- DoD/ FEA Exhi bit Number 1 which is the
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direct testimny and documents -- that docunment
includes Attachments A through E of Charles W King,
and also is associated with DoD/ FEA Exhi bit Nunber 2
which is the rebuttal testinony docketed and includes
the Attachment A thereto. And | would have that
mar ked as DoD Exhi bit Number 5, the affidavit.

JUDGE TAPI A:  Okay. |s there any objection to
the adm ssion of those exhibits?

MR. HARVEY: None from Staff, Your Honor.

MR. MELNI KOFF: | am sorry, do you want me to
file -- | have copies of the affidavit now that | can
give to everybody or | can file it on the e-Docket,
what ever .

JUDGE TAPI A: Go ahead and file it on e-Docket.

MR. MELNI KOFF: Okay, | will do so. And |
woul d move for the adm ssion of DoD Exhibit Number 1
which was filed on e-Docket on 10/20/09 and DoD/ FEA
Exhi bit Nunmber 2 which was filed on December 14, '009,
on e-Docket .

JUDGE TAPI A: And that's your rebuttal
testinony?

MR. MELNI KOFF: Number 2 is the rebuttal
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testi nony. Number 1 is the direct testinmony.
JUDGE TAPI A:  Any objection to the adm ssion of
t hose exhibits? Hearing no objection, the exhibits
DoD/ FEA Exhi bit Number 1.0 and Attachments A through
E which is the Direct Testimny of Charles W King is
admtted into evidence. Also the rebuttal testinmony
identified as DoD/ FEA Exhi bit Nunber 2.0 which is the
Rebuttal Testinmony.
For clarification, M. Melnikoff, is
it 2.0 with Attachnment A or just --7?
MR. MELNI KOFF: They are actually included.
The attachnments are included in the document itself.
JUDGE TAPI A: Okay. And then also the
affidavit of M. King identified as DoD/ FEA Exhi bit
Number 5.0 are admtted into evidence.
(Wher eupon DoD/ FEA Exhibits 1.0
with Attachments A, B, C, D, E;
2.0 with Attachment A; and 5.0
were admtted into evidence.)
JUDGE TAPI A:  Anyone el se?
MR. MELNI KOFF: | have two other docunments,

Your Honor, beyond the prefiled ones and the
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affidavit. They are DoD/ FEA Nunmber 3 and that was
used during the cross exam nation of M. Gregg and

t here was al so anot her docunment during that cross
exam nati on which was DoD/ FEA Exhi bit Number 4.

Those two particular documents were ARM S, A-R-M1-S,
docunments which are official public documents
published by a federal government agency, the Federal
Communi cati ons Comm ssion, and they are avail able on
the internet, and we request that adm nistrative
notice be taken of ARM S reports.

JUDGE TAPI A: The Comm ssion will take
adm ni strative notice on that.

MR. MELNI KOFF: And on that basis there is no
need to move the adm ssion of Exhibits 3 and 4.

JUDGE TAPI A: Okay. Thank you. Anyone el se
wi sh to enter any exhibits? Okay.

MR. MURPHY: Your Honor, one other housekeeping
matter just to be clear, | know we do have a briefing
schedul e here and | have no reason to change that. I
wanted to make sure that Your Honor woul d accept
proposed orders with our reply briefs if any party

wi shes to submt one.
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JUDGE TAPI A: |s there any objection to that?

MS. SATTER: | do want to object to the
subm ssion of a proposed order. | believe a proposed
order is appropriate when there is agreement anong
all the parties. When there is not an agreenment
among all the parties, | think a proposed order
carries significant risks of potentially distorting
ot her parties' decisions, having conclusions
concerning other parties' conclusions that are
i nappropriate or that inappropriately influence the
ultimate disposition by creating a package outside of
a brief for final disposition.

So, yes, | would object to the
subm ssion of a draft proposed order.

MR. ROONEY: Your Honor, speaking on behal f of
Verizon, the Rules of Practice fully contenplate the
practice of filing a draft order. It is nothing
inequi table in almst any case where it has been
requested. This is not a question -- if there is an
i ssue about m scharacterizing a party's position,

t hat party certainly can submt something to that

effect to the ALJ.
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The fact is that under Part 200 of the
Comm ssion's Rules of Practice |leave is granted. | f
you need, we can cite to numerous instances in rate
cases and in other proceedings where draft orders are
submtted in contested proceedings. This is not an
abnormal request in any sense.

MS. SATTER: At | think the rules provide that
it is within your discretion and it is within any
ALJ' s discretion. M. Rooney is right that there
have been proposed orders in all kinds of cases, and
it is my opinion that has not necessarily resulted in
a good result or in a good process before the
Comm ssion, and that's why | am objecting to it.

JUDGE TAPI A: Anyone else wi shes to speak?

MR. RUBIN: Your Honor, | would suggest that if
you desire a proposed order to be submtted, that it
be submtted with the main briefs so that other
parti es have an opportunity to respond to it or
modi fy it along with their reply brief.

MR. MURPHY: Honor, two things, any party
submts a proposed order. It is ultimately up to you

and your reading of the briefs and the parties'
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positions to decide whether to accept it in whole, in
part, to interlineate it, throw it away, that is
really your call. And | think you have that
di scretion, that capacity.
| would al so point out that under the

standard Illinois schedule, when you issue your own
proposed order, all the parties will have an
opportunity to file objections to it and if any
m scharacterization is carried through to your
proposed order, | would expect the parties to take
exception to it, and they will have that opportunity.

JUDGE TAPI A: Anyone else wi shes to speak?

MS. VON QUALEN: Yes, thank you, Judge. Staff
has no objection to the filing of draft orders. I
woul d want to be very careful that they are not
call ed proposed orders as those are what the ALJ
provides and it would give it a feeling of not being
a draft order.

We find that filing of a draft order

with the reply brief is reasonable. | ama little
concerned about the proposal to file a draft order

with the initial briefs as that just adds a whol e
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anot her | evel of briefing onto what is already a
fairly difficult briefing schedule. So that to the
extent that you would Iike to have draft orders, |
think it could be made clear that a party providing a
draft does not mean they are writing the order for
you, that you would review them and that parties
woul d have an opportunity in their briefs on
exceptions should you take portions of the objective
to draft an order and use them as your own.

JUDGE TAPI A: So, Ms. Von Qual en, so
understand, you don't object to the draft order but
t hat woul d be due after the initial briefs?

MS. VON QUALEN: | think typically they are
filed at the same time as the reply briefs. It gives
parties an opportunity to wite the initial brief
which tends to be |l onger and nore detailed than the
reply brief. And then with the reply brief they
oftenti mes prepare a draft order. And | don't think
it is necessary for parties to respond to each
other's draft orders. It is only in the event that
you woul d adopt portions of a draft order that

parties would need to respond to them and then they
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woul d have the opportunity in the briefs on
exceptions to respond to your proposed order.

MR. HARVEY: And just to anplify Ms. Von
Qual en's thoughts here, one thing you could direct
the parties to do is summarize their own positions
and refrain from summari zi ng anyone el se's.

JUDGE TAPI A: That's one of the sections | have

in my brief outline that I will go over with you. As
far as the, let's call it a draft order for the sake
of clarity, | am going to defer my ruling on this.

am going to |l ook up the rule and then deci de whet her
or not | want draft orders. And | will do that
sooner than |l ater, because | know this is a very
tight schedul e.

Anyt hing el se before we tal k about
brief outlines? Okay. | want the briefs to include
the follow ng sections: Statement of the case, a
summary of the position of the party, the applicable
statutory authority, an argunment section and a
concl usi on.

MR. HARVEY: For those of us who write poorly,

Your Honor, could you summarize your position?
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Applicable statutes is three.

JUDGE TAPI A: Yes, argunent and conclusion. So
| et me go over it one nore tine. It is a statement
of the case, a summary of position section and
applicable statutory authority section and argument
section and a conclusion. The initial briefs are due
on February 9. | f everyone would be so kind as to
send me a courtesy copy in Word format by e-mail.

MS. SATTER: Do you want a paper copy?

JUDGE TAPI A: Yes, | would |like a paper copy,
which is what | do. So if I could have a paper copy
as wel | .

MR. RUBI N: Your Honor, by what date would you
need the paper copy and is it overnight delivery?

JUDGE TAPI A: No, you can send it the day you
file, I mean, if you file on February 9. If | get
the Word copy, | can just delete it. So that would
be fine, just send it regular mail.

MR. RUBIN: All right, fine. Thank you.

JUDGE TAPI A:  Any questions regarding the brief
outline? Okay. Then we will move on.

Ms. Satter and M. Murphy, did you
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have an opportunity to tal k about whether or not
there will be a notion to strike or is that off the
tabl e or have you had an opportunity to talk about
t hat ?

MS. SATTER: | think it was resol ved.

JUDGE TAPI A: It was resolved?

MS. SATTER: Well, resolved in the sense that
when the transcript is available, I will review the
transcript and then I will file a notion, assum ng
that the transcript bears out what | recall. W
didn't tal k about anything el se.

MR. MURPHY: We didn't talk about it, but.

JUDGE TAPI A: It is not an issue until it
becomes an issue?

MR. MURPHY: It is not an issue until it
becomes an issue.

JUDGE TAPI A: Then we will |leave it at that.

Thank you. That's all | had on ny
[ist. |s there anything else that we need to
di scuss?

Okay. | am not going to mark the case

heard and taken until the people can file their
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decl arations and then at a later point |I will just
mark it heard and taken wi thout anyone's attendance
if it can be arranged, when | see that it is
appropriate to cl ose.
Then | will continue it generally.
Thank you very nuch.
(Wher eupon the hearing in this

matter was continued generally

)
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